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May 26, 2006 
 
 
 
The Honorable David F. Rivera 
Commissioner of Insurance 
State of Colorado 
1560 Broadway, Suite 850 
Denver, Colorado 80202 
 
Commissioner: 
 
This limited market conduct examination of New England Life Insurance Company was conducted 
pursuant to Sections 10-1-203, 10-1-204, 10-1-205(8), 10-3-1106, and 10-16-216, Colorado Revised 
Statutes, which authorizes the Insurance Commissioner to examine health insurers.  We examined the 
Company’s records at its office located at 3200 Highland Avenue, Downers Grove, IL 60515.  The 
market conduct examination covered the period from July 1, 2004 through June 30, 2005.   
 
The results of the examination are respectfully submitted by the following independent market conduct 
examiners.   
 
 
 
Sarah S. Malloy, CIE, AIRC, PAHM, HIA, LTCP, ACS 

 
 
 

       
Lynn L. Zukus, AIE, FLMI 
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COMPANY PROFILE 
 
NEF/Great West 
With respect to its large-group health products, in 1988, New England Mutual Life Insurance Company 
entered into reinsurance and administrative services agreements with Great West Life Assurance 
Company (now Great West Life & Assurance Company), whose principal offices are in Englewood, 
Colorado.  NELICO assumed the agreements after the MetLife merger.  At the present time, the only 
large-group contracts NELICO has with Great West are Administrative Services Only. 
 
NEF/First Health 
With respect to small group employer plans, on June 1, 1987, NEF entered into an agreement with Health 
Plan Services (HPS) to provide administrative services for the Company’s small group accident and 
health block of business.  On October 1, 2003, NEF entered into an agreement with First Health Life and 
Health Insurance Company (FHLHIC) for FHLHIC to acquire its small group block of business.  
Coincident with that agreement FHLHIC would provide administrative services and reinsurance for the 
Company’s small group block of business until the transition to FHLHIC paper was completed.  As of 
January 1, 2006, NELICO withdrew all small group medical expense forms with the exception of the state 
mandated plans.  For existing clients utilizing the withdrawn forms, on each case’s renewal on or after 
January 1, 2006, the client is being offered an option of all remaining NELICO medical expense policies 
as well as the option of purchasing medical expense insurance coverage that is underwritten by FHLHIC. 
 
As of December 31, 2005, nationally, FHLHIC is administering approximately $100 million of business 
for NEF.  These services include; enrolling new participants in existing cases, billing, and collection of 
premiums, adjudicating and paying claims, coordinating the pricing of the claims with preferred 
providers, calculating and paying cost containment and preferred provider fees, maintaining plan and 
employee data, and coordinating all interface functions and payments related to the use of third party 
vendors to process drug claims.  Managed Care is provided through three networks: First Health, Private 
Healthcare Systems and Sloan’s Lake. 
 
First Health is a national managed care company, offering the nation’s largest directly contracted PPO 
network and a wide range of complimentary products and services.  First Health was founded as a 
utilization review company providing services differentiated by a high level of physician-to-physician 
consultation.  Today, First Health’s comprehensive program includes precertification, concurrent review, 
individual case management, managed behavioral health services and high-risk maternity care. 
 
Private Healthcare Systems (PHCS) is a Managed Care Company that the Company uses to provide 
network and medical management services.  If an employer group purchases a NELICO product using the 
PHCS network, PHCS is also used for medical management services.  PHCS Utilization Management is 
used for NELICO’s local network business with Sloan’s Lake.  PHCS provides the necessary information 
to FHLHIC regarding hospital admissions and length of stay approvals, and alerts for possible case 
management, as well as additional information needed to process claims. 
 
New England Life Insurance Company’s Accident and Health direct written premium in Colorado for 
2004 was $13,054,000, representing 0.50% of the market share.  The Company’s loss ratio in Colorado 
for 2004 was 53.12%. 
The Company’s 2005 direct new business premium for accident and health plans in Colorado was 
$257,000.   
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New England Life Insurance Company (NELICO) was licensed and began operation in Colorado March 
19, 1997.  NELICO became a wholly owned subsidiary of Metropolitan Life Insurance Company 
(METLIFE) in August 1996.  NELICO’s former parent company, New England Mutual Life Insurance 
Company announced in August 1995 that a definitive merger agreement had been reached with 
METLIFE.  Under the provisions of the agreement, which became effective on August 30, 1996, the 
assets and liability of New England Mutual Life Insurance Company and METLIFE were merged; the 
policyholders of New England Mutual Life Insurance Company became policyholders of METLIFE and 
the New England Mutual Life Insurance Company legal entity ceased to exist.  However, New England 
Mutual Life Insurance Company’s subsidiary, New England Variable Life Insurance Company, re-
domesticated from Delaware to Massachusetts, and changed its name to NELICO.  All insurance policies 
and annuity contracts that were issued by New England Variable Life Insurance Company continue in 
effect as NELICO policies and contracts and did not become METLIFE policies or contracts.  All 
insurance policies issued by New England Mutual Life Insurance Company continue in effect as 
METLIFE policies. 
 
The Company is licensed to operate in all fifty (50) states and the District of Columbia.  NELICO’s 
former parent company focused its marketing activities on the upper-income individual life insurance 
market while NELICO (as New England Variable Life Insurance Company) concentrated its sales 
activities on variable life insurance and annuity products.  As a subsidiary of METLIFE, NELICO 
assumed the activities related to the upper-income market previously performed by New England Mutual 
Life Insurance Company, and is continuing New England Variable Life Insurance Company’s variable 
life and annuity activities.  NELICO’s current activity includes product development, marketing, 
underwriting and administration of insurance products targeted at upper-income individuals and owners 
of small businesses and executives of small to medium sized companies.  In addition, NELICO continues 
to have similar responsibilities with respect to variable life insurance products, including any such 
products that are not targeted at the upper-income individual market.  NELICO also offers traditional 
individual life, group life and health, individual disability insurance and group annuities.  NELICO has 
also assumed a marketing identification as New England Financial. 
 
NELICO’s sales activities are primarily conducted through the distribution system consisting of forty-
nine (49) general agencies providing support to approximately 2000 career agents, in addition to 
METLIFE’s career agency system and broker network. 
 
As part of its career agency distribution system, NELICO has agencies located throughout the United 
States, including two such agencies in the state of Colorado, one in Colorado Springs and one in Denver.  
The addresses are 7350 Campus Drive, 3 P

rd
P floor, Colorado Springs, Co, and 501 South Cherry Street, 

Suite 1100, Denver, Co, respectively.  All agencies, including the two in Colorado, are to provide local 
career agents of NELICO with sales structure and support services with respect to management, 
complaints, marketing, customer service and underwriting. 
 
Information contained in marketing material indicates New England Financial is a service mark for New 
England Life Insurance Company and related companies. 
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PURPOSE AND SCOPE OF EXAMINATION 

 
Independent examiners, contracting with the Colorado Division of Insurance (DOI), in accordance with 
Sections 10-1-202, 10-1-203, 10-1-204, C.R.S., which empowers the Commissioner to require any 
company, entity, or new applicant to be examined, reviewed certain business practices of New England 
Life Insurance Company.  The findings in this report, including all work products developed in producing 
it, are the sole property of the Colorado Division of Insurance. 
 
The purpose of the limited examination was to determine the Company’s compliance with Colorado 
insurance law and with generally accepted operating principles related to small group sickness and 
accident insurance laws.  Examination information contained in this report should serve only these 
purposes.  The conclusions and findings of this examination are public record.  The preceding statements 
are not intended to limit or restrict the distribution of this report. 
 
Examiners conducted the limited examination in accordance with procedures developed by the Colorado 
Division of Insurance, based on model procedures developed by the National Association of Insurance 
Commissioners.  They relied primarily on records and materials maintained by the Company.  The market 
conduct examination covered the period from July 1, 2004 through June 30, 2005. 
 
The limited examination included review of the following: 
 

Company Operations/Management 
Policy Forms 
Rating 
Applications 
Cancellations/Non-Renewals/Declinations 
Claims 
Utilization Review 

 
The final exam report is a report written by exception.  References to additional practices, procedures, or 
files that did not contain improprieties were omitted.  Based on review of these areas, comment forms 
were prepared for the Company identifying any concerns and/or discrepancies.  The comment forms 
contain a section that permits the Company to submit a written response to the examiners’ comments.  
 
An error tolerance level of plus or minus ten dollars ($10.00) was allowed in most cases where monetary 
values were involved.  However, in cases where monetary values were generated by computer or other 
systemic methodology, a zero ($0) tolerance level was applied in order to identify possible system errors. 
Additionally a zero ($0) tolerance level was applied in instances where there appeared to be a consistent 
pattern of deviation from the Company’s established policies, procedures, rules and/or guidelines. 
 
For the period under examination, the examiners included statutory citations and regulatory references 
related to small group insurance laws.  Examination findings may result in administrative action by the 
Division of Insurance.  Examiners may not have discovered all unacceptable or non-complying practices 
of the Company.  Failure to identify specific Company practices does not constitute acceptance of such 
practices.  This report should not be construed to either endorse or discredit any insurance company or 
insurance product. 
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EXAMINERS' METHODOLOGY 

 
The examiners reviewed the Company’s business practices to determine compliance with Colorado 
insurance laws and Colorado regulations.  For this examination, special emphasis was given to the laws 
and regulations as shown in Exhibit 1. 
 

Exhibit 1 
 

Law/Regulation  Concerning 
Section 10-1-101- 
             10-1-130 

General Provisions 

Section 10-1-205 Financial examination reports 
Section 10-3-1104  Unfair methods of competition and unfair or deceptive acts or practices 
Section 10-7-109 Suicide no defense for nonpayment 
Section 10-8-513 Eligibility for coverage under the program 
Section 10-8-521 Notice to residents 
Section 10-16-101- 
             10-16-121 

Colorado Health Care Coverage Act: Part I: Short Title - Definitions - 
General Provisions 

Section 10-16-123 Telemedicine 
Section 10-16-201- 
             10-16-219 

Sickness and Accident Insurance 

Section 10-16-701- 
             10-16-708 

Consumer Protection Standards Act for the Operation of Managed Care 
Plans 

Section 10-20-102 Legislative declaration 
Section 10-20-103 Definitions 
Section 10-20-119 Prohibited advertisement of association article in insurance sales – notice 

to policyholders 
Amended 
Regulation 1-1-6 

Concerning the Elements of Certification for Accident and Health Forms 

Regulation 1-1-7 Market Conduct Record Retention 
Regulation 1-1-8 Penalties And Timelines Concerning Division Inquiries And Document 

Requests 
Regulation 4-2-5 Hospital Definition 
Regulation 4-2-6 Concerning The Definition Of The Term “Complications Of Pregnancy” 

For Use In Accident And Health Insurance Policies 
Regulation 4-2-8 Concerning Required Health Insurance Benefits For Home Health 

Services And Hospice Care 
Regulation 4-2-11 Rate Filing and Annual Report Submissions Health Insurance 
Regulation 4-2-15 Required Provisions in Carrier Contracts With Providers and 

Intermediaries Negotiating on Behalf of Providers 
Regulation 4-2-16 Women’s Access To Obstetricians, Gynecologists And Certified Nurse 

Midwives Under Managed Care Plans 
Regulation 4-2-17 Prompt Investigation Of Health Plan Claims Involving Utilization Review 
Regulation 4-2-18 Concerning the Method Of Crediting and Certifying Creditable Coverage 

For Pre-existing Conditions 
Regulation 4-2-20 Concerning The Colorado Health Benefit Plan Description Form 
Regulation 4-2-21 External Review of Benefit Denials of Health Coverage Plans 
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Regulation 4-2-24 Concerning Clean Claim Requirements for Health Carriers 
Regulation 4-6-3 Concerning CoverColorado Standardized Notice Form And Eligibility 

Requirements 
Emergency 
Regulation 04-E-4 

The Basic and Standard Health Benefit Plans 

Emergency 
Regulation 04-E-9 

Concerning The Basic and Standard Health Benefit Plans 

Regulation 4-6-5 Concerning The Basic and standard Health benefit Plans 
Regulation 4-6-7 Concerning Premium Rate Setting For Small Group Health Plans 
Regulation 4-6-8 Concerning Small Employer Health Plans 
Regulation 4-6-9 Concerning Conversion Coverage 
 
UCompany Operations/Management 
 
The examiners reviewed Company management and administrative controls, the Certificate of Authority, 
record retention, and timely cooperation with the examination process. 
 
UPolicy Forms 
 
The examiners reviewed the following Policy Forms, Applications, Endorsements and Rider Forms: 
 
UFORM NUMBERU  UFORM NAME 
 
CO-B-IND-04   Basic Indemnity Plan for Small Employer Groups-Certificate 
CO-B-PPO-04   Basic PPO Benefit Plan for Small Employer Groups-Certificate 
CO-S-IND-04   Standard Indemnity Benefit Plan for Small Employer Groups-Certificate 
CO-S-PPO-04    Standard PPO Benefit Plan for Small Employer Group-Certificate 
CE-98CO-01   “Traditional” Health Benefit Plan for Small employer Groups-Certificate 
R456CO-01   Schedule of Insurance for PPO Traditional Plan 
    (for use with certificate form CE-98CO-01)-Rider 
R455CO-01   Schedule of Insurance for Traditional Indemnity Plan 
    (for use with certificate form CE-98CO-01)-Rider 
CO-APP490-ER Employer Application 
CO-APP491-EE Employee Application 
HPD3-SPPO-04 Standard PPO Health Benefit Plan Description 
HPD-BIND-04 Basic Indemnity Health Benefit Plan Description 
HPD-SIND-04 Standard Indemnity Health Benefit Plan Description 
HPD-3BPPO-04 Basic PPO Health Plan Description 
HPD-TRAD-PPO Traditional PPO Health Plan Description 
HPD-TRAD-IND Traditional Indemnity Health Plan Description 
 
The most frequently sold plan in Colorado in 2004 and 2005 was the Traditional Health Benefit Plan for 
Small Employer Groups, Form Number CE-98CO-01. 



 
Market Conduct Examination  New England Life Insurance Company 
Examiners’ Methodology  

  
10 

 
Rating  
 
The examiners reviewed a randomly selected sample of the rates charged in the sample of files used in the 
Underwriting-Application section of the examination.  These rates were reviewed for compliance with the 
rate filings submitted to the Colorado Division of Insurance as the rates being used during the 
examination period.   
 
Applications  
 
For cases that were initially effective or renewed during the period from July 1, 2004 through June 30, 
2005, the Company provided a population of thirty-seven (37) small group new business files and a 
population of 289 small group renewal business files.  The new business file population was used as the 
sample and the examiners used ACL P

TM
P software to randomly select fifty (50) small group renewal 

business application files.  These files were reviewed for compliance with Colorado insurance law. 
 
Cancellations/Non-Renewals/Declinations/Rescissions 
 
There were no small group cases that were declined during 2004-05 per the Company.  The Company did 
provide data reflecting 156 files non-renewed or cancelled.  The examiners used ACL P

TM
P software to 

randomly select fifty (50) of these files to be reviewed.  The Company indicated that there were no 
rescissions of coverage during the period covered by the examination. 
 
Claims  
 
The examiners used ACL P

TM
P software to randomly select samples of electronically received and non-

electronically received small group claims that were reviewed for timeliness of processing only.  
Additionally, any claims absent fraud that were not paid, denied or settled within ninety (90) days of 
receipt were identified.  Valid exceptions in all of these categories were included in one issue. 
 
The examiners used ACL P

TM
P software to randomly select samples of 100 Paid claims and fifty (50) 

Denied claims that were reviewed for the Company’s overall claims handling practices.   
 
Utilization Review 
 
During the period under examination, utilization review could have been conducted for New England Life 
Insurance Company by First Health and Private Health Care System (PHCS).  The utilization review 
entity would have been determined by the network chosen by the employer.  The data provided by the 
Company indicated that Utilization Review was conducted during the examination period only by PHCS.   
 
A population of three (3) Appeal Files was provided by the Company and these comprised the sample of 
Appeals that were reviewed.  A population of 305 cases of Inpatient and Outpatient Reviews was 
provided.  A sample of fifty (50) files was chosen from this population for review.  One of the Inpatient 
Review files was a voided/cancelled case, thereby reducing the sample to forty-nine (49).  As the lists 
were provided as Excel worksheets, the examiner was not able to use ACL P

TM
P software to randomly select 

the samples, but instead made the selection manually with the Company agreeing to this method of 
selection. 
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EXAMINATION REPORT SUMMARY 
 
The examination resulted in a total of forty-seven (47) findings in which the Company did not appear to 
be in compliance with Colorado Statutes and Regulations.  The following is a summary of the examiners’ 
findings and recommendations. 
 
• Company Operations/Management:  The examiners found four (4) areas of concern in their review 

of company operations and management.  The following issues were identified: 
 

• Certifying and using forms that do not comply with Colorado insurance law. 
 

• Failure to reflect all required information in access plans. 
 

• Failure to reflect some forms in use on the 2004 & 2005 Annual Report of Forms. 
 

• Failure to provide the required disclosures concerning mandated benefits on the Basic 
Health Benefit Plan and all other small group health benefit plans. 

 
• Policy Forms:  The examiners found twenty-eight (28) areas of concern in their review of the most 

frequently sold small group coverage forms in use during the years under examination.  The 
following issues were identified: 

 
• Failure to provide benefits for covered services based on a licensed provider’s status, e.g., 

residing in the household of the insured, a member of the insured person’s immediate 
family, or being the employer of an insured or the insured’s dependents. 

 
• Failure to have a 2005 Health Plan Description Form or certificate of coverage for the 

state mandated Basic and Standard Health Benefit Plans. 
 

• Failure to deliver the summary document for the Life and Health Insurance Protection 
Association when delivering policies or contracts.   

 
• Failure to title the Basic Health Benefit Plans with a plan design option. 

 
• Failure to reflect that coverage for suicide or self-inflicted injuries sustained by an insane 

person would be allowed. 
 

• Failure to provide correct or complete disclosure information to small employers. 
 

• Failure to reflect correct or complete coverage information in the state mandated plans. 
 

• Failure to reflect correct coverage requirements for skilled nursing facility care. 
 

• Failure to reflect correct bone marrow transplants to be covered. 
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• Failure to reflect correct or complete required provisions in individual and small group 

plans. 
 

• Failure to reflect clearly and completely the extent of coverage to be provided for home 
health care services and hospice care. 

 
• Failure to correctly identify or provide a complete description of external review 

procedures.   
 

• Failure to reflect correct or complete provisions allowing continuation of coverage. 
 

• Failure to disclose the mandated hospitalization and general anesthesia benefit for dental 
procedures for dependent children. 

 
• Failure to reflect a complete description of the therapies for congenital defects and birth 

abnormalities. 
 

• Failure to reflect the coverage to be provided for inherited enzymatic disorders. 
 

• Failure to reflect a complete description of the coverage to be provided for alcoholism 
treatment. 

 
• Failure to reflect complete or correct benefits for child health supervision services. 

 
• Failure to correctly define the requirements to qualify as a disabled dependent.  (This was 

a prior issue included in E12 in the findings of the 2000 final examination report.) 
 

• Failure to reflect a definition of “complications of pregnancy” or that coverage is to be 
provided in the same manner as any other similar sickness or disease is covered under the 
plan. 

 
• Failure to offer the Basic and Standard Health Benefit Plans as conversion coverage. 

 
• Failure to reflect complete guidelines pertaining to or correct benefit amounts to be 

provided for mammography screening. 
 

• Failure to disclose required information on applications when offering composite rates.   
 

• Failure to allow employers to choose the percentage of contribution for dependents. 



 
Market Conduct Examination  New England Life Insurance Company 
Examination Report Summary 

  
13 

 
• Failure to reflect any information concerning the mandated coverage for prostate cancer 

screening. 
 

• Failure to display the required fraud warning statement.   
 

• Failure to reflect correct information in the employee application concerning participation 
requirements.   

 
• Failure to reflect an accurate definition of who qualifies as an eligible dependent. 

 
• Rating:  The examiners found no areas of concern in their review of the rates and associated required 

rate filings. 
 
• Applications:  The examiners found four (4) areas of concern in their review of application files for 

the examination period.   
 

• Failure to automatically provide Health Plan Description Forms during the application 
process. 

 
• Failure to reflect the correct number of days allowed in Colorado for a gap in coverage in 

order to be able to count creditable coverage.   
 

• Failure to disclose required information at renewal when offering composite rates.  (This 
was a prior issue included in E22 in the findings of the 2000 final examination report.) 

 
• Failure, in some instances, to use correct employer and employee applications.   

 
• Cancellations/Non-Renewals/Declinations:  The examiners found one (1) area of concern in their 

review of cancellations/non-renewals/declinations/rescissions.  
 

• Failure to offer conversion coverage to eligible members of terminated groups. 
 
• Claims:  The examiners found four (4) areas of concern in their review of the claims handling 

practices of the Company.  The following issues were identified: 
 

• Failure, in some cases, to pay, deny or settle claims within the required time periods. 
 

• Failure to correctly calculate late payment interest/penalties or to pay when due in all 
instances. 

 
• Failure to accurately determine the number of days utilized for claim processing. 

 
• Failure to pay claims during the grace period allowed for payment of premiums. 
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• Utilization Review:  The examiners found four (4) areas of concern in their review of utilization 

review procedures and files.  The following issues were identified: 
 

• Failure to reflect correct or complete information in documents outlining utilization 
review guidelines. 

 
• Failure to have written notification of denial of benefits signed by a licensed physician. 

 
• Failure to include all required elements in written notification letters for first level appeal 

decisions. 
 

• Failure to enter all written requests for a first level review into the complaint record. 
 
A copy of the Company’s response, if applicable, can be obtained by contacting the Company or the 
Colorado Division of Insurance. 
 
Results of previous Market Conduct Exams are available on the Colorado Division of Insurance’s website 
at HTwww.dora.state.co.us/insuranceTH or by contacting the Colorado Division of Insurance. 

 



 
Market Conduct Examination  New England Life Insurance Company 
Factual Findings   

  
15 

 
 
 
 

 
 

 
 

 
 
 

MARKET CONDUCT EXAMINATION REPORT 
 

FACTUAL FINDINGS 
 

NEW ENGLAND LIFE INSURANCE COMPANY 
 
 



 
Market Conduct Examination  New England Life Insurance Company 
Company Operations / Management 

  
16 

 
 
 
 
 
 
 
 
 
 

 
 

COMPANY OPERATIONS / MANAGEMENT 
FINDINGS 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
    



 
Market Conduct Examination  New England Life Insurance Company 
Company Operations / Management 

  
17 

 
Issue A1:  Certifying and using forms that do not comply with Colorado insurance law. 

 
Section 10-3-1104, C.R.S., Unfair methods of competition and unfair or deceptive acts or practices, 
states: 
 
 (1)(s) Certifying pursuant to section 10-16-107.2 or issuing, soliciting, or using a 

policy form, endorsement, or rider that does not comply with statutory 
mandates.  Such solicitation or certification shall be subject to the sanctions 
described in sections 10-2-704, 10-2-801, 10-2-804, 10-3-1107, 10-3-1108, 
and 10-3-1109. 

 
An officer of the Company must certify compliance with Colorado insurance law with all initial filings of 
policy forms and on the annual report of policy forms.  It appears that the Company is not in compliance 
with Colorado insurance law in that not all forms that were certified and used by the Company in 2004 
and 2005 were in compliance with statutory mandates as evidenced by Issues E1-through E28. 
 
 
Recommendation No. 1: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-3-1104, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that evidence of coverage forms to be issued or delivered to Colorado insureds comply with statutory 
mandates as certified to by an officer of the Company. 
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Issue A2:  Failure to reflect all required information in access plans. 

 
Section 10-16-704, C.R.S., Network Adequacy, states: 
 

(9) Beginning January 1, 1998, a carrier shall maintain and make available upon 
request of the commissioner, the executive director of the department of 
public health and environment, or the executive director of the department of 
health care policy and financing, in a manner and form that reflects the 
requirements specified in paragraphs (a) to (k) of this subsection (9), an 
access plan for each managed care network that the carrier offers in this state.  
The carrier shall make the access plans, absent confidential information as 
specified in section 24-72-204(3), C.R.S., available on its business premises 
and shall provide them to any interested party upon request.  In addition, all 
health benefit plans and marketing materials shall clearly disclose the 
existence and availability of the access plan.  All rights and responsibilities 
of the covered person under the health benefit plan, however, shall be 
included in the contract provisions, regardless of whether or not such 
provisions are also specified in the access plan.  The carrier shall prepare an 
access plan prior to offering a new managed care network and shall update 
an existing access plan whenever the carrier makes any material change to 
an existing managed care network, but not less than annually.  The access 
plan of a carrier offering a managed care plan shall demonstrate the 
following: [Emphases added.] 

 
  (a.7) Geographic accessibility, which in some circumstances may require the 

crossing of county or state lines; [Emphasis added.] 
  
 (e) The carrier’s efforts to address the needs of covered persons with  

 limited English proficiency and illiteracy, with diverse cultural and ethnic 
backgrounds, and with physical and mental disabilities; 

 
(g) The carrier’s method for informing covered persons of the plan’s  

 services and features, including but not limited to the following: 
 
 (I) The plan’s grievance procedures, which shall be in conformance  
  with division rules concerning prompt investigation of health claims  

 involving utilization review and grievance procedures; [Emphasis 
added.] 

 
(j) The carrier’s proposed plan for providing continuity of care in the event of 

contract termination between the carrier and any of its participating providers 
or in the event of the carrier’s insolvency or other inability to continue 
operations.  The description shall explain how covered persons will be 
notified of the contract termination or the carrier’s insolvency or other 
cessation of operations and transferred to other providers in a timely 
manner. [Emphasis added.] 
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In response to the request for copies of the Company’s Access Plans, the examiners were provided a 
document titled “Network Adequacy and Access Standards” for Sloans Lake Managed Care PPO 
Network.  The document in use during 2004 and 2005 does not appear to completely reflect the carrier’s 
procedures and processes with regards to the rights of a covered person as indicated below: 
 

• The document does not indicate that access may involve traveling across state lines (as well as 
county lines) if the covered persons reside in areas where no practitioners are available, or 
practitioners refuse to contract with Sloans Lake Managed Care Network. 

 
• There is no mention of the Company’s efforts to address the needs of covered persons with 

limited English proficiency or illiteracy, diverse cultural and ethnic backgrounds or those with 
physical and mental disabilities. 

 
• The plan’s grievance and appeals procedures are not included. 

 
• There is no description of how covered persons will be notified in the event of contract 

terminations, carrier’s insolvency or other cessation of operations that may require the covered 
persons care to be transferred to other providers in a timely manner. 

 
The Access Plan for Private Healthcare Systems, Inc. reflects in twelve (12) instances that there will be a 
carrier insert to complete the specific requirement of Colorado insurance law.  When asked to provide 
copies of the Company’s inserts for each of these notations, the Company responded in a question and 
answer format indicating places within the plan that this could be found, that it was reflected on the ID 
card, that the plans did not require a referral or that notification would be provided through a formal letter 
at the time of the occurrence.  This insert information should be included within the Access Plan 
document which is a stand-alone piece that should reflect all statutory requirements. 
 
The pages of the Access Plan reflect: 
 
 Page 3:  [Carrier inserts response on adequacy of pharmacy providers] 
 

Page 5: [Carrier inserts description of the manner in which the carrier makes available 
provider listings.] 

 
   [Carrier inserts response based on its benefit plan design.] 
 
 Page 6  [Carrier inserts response based on its benefit plan design.] 
 
   [Carrier inserts response based on its benefit plan design.] 
 
 Page 7  [Carrier inserts description of appeal at the carrier level.] 
 
   [Carrier inserts description of complaint and grievance process at the carrier.] 
 
  [Carrier inserts description of the manner in which the carrier makes available 

provider listings.] 
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 Page 9  [Carrier inserts description of carrier policy regarding emergency services.] 
 

Page 10 [Carrier inserts process for providing continuity of care in the case of carrier 
insolvency or cessation of operations.] 

 
   [Carrier insert (sic) process for continued coverage under §10-16-705(4)(b).] 
 
  [Carrier insert (sic) process for notification of covered persons about provider 

termination, and carrier insolvency or cessation of operations.] 
 
Form Number      Form Name 
 
C: \TEMP\Network Adequacy.02.25.04 PPO Network Adequacy and Access Standards 

(2004) 
T/Policy/HMS-CO/Network Adequacy SLMC PPO Network Adequacy and Access 

Standards (2005) 
C:\TEMP\PHCS_Colo_Access Plan 2005_HSC.doc PHCS Colorado Access Plan 
 
 
Recommendation No. 2: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-704, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has implemented procedures to 
ensure that all required information is reflected in its access plans. 
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Issue A3:  Failure to reflect some forms in use on the 2004 & 2005 Annual Report of Forms. 

 
Section 10-16-107.2, C.R.S., Filing of health policies, states: 
 

(1) All sickness and accident insurers, health maintenance organizations, and 
nonprofit hospital and health service corporations authorized by the 
commissioner to conduct business in Colorado shall submit an annual report 
to the commissioner listing any policy form, endorsement, or rider for any 
sickness, accident, nonprofit hospital and health service corporation, health 
maintenance organization, or other health insurance policy, contract, 
certificate, or other evidence of coverage issued or delivered to any 
policyholder, certificate holder, enrollee, subscriber, or member in  

 Colorado. … [Emphasis added.] 
 
Amended Regulation 1-1-6, Concerning The Elements Of Certification For Accident and 
Health Forms, Private Passenger Automobile Forms, Commercial Automobile with 
Individually-Owned Private Passenger Automobile-Type Endorsement Forms, Claims-Made 
Liability Forms, Preneed Funeral Contracts and Excess Loss Insurance in Conjunction with 
Self-Insured Employer Benefit Plans under the Federal “Employee Retirement Income 
Security Act”, promulgated pursuant to §§ 10-1-109, 10-4-419, 10-4-633, 10-15-105 and 10-
16-107.2 and 10-16-119, C.R.S., states: 
 
 Section 4. Definitions 
 
 For the purposes of this regulation: 
 

D. “Annual Report for health coverage” shall mean a list of all policy forms, 
application forms (to include any health questionnaires used as part of the 
application process), endorsements and riders for any sickness, accident, and/or 
health insurance policy, contract, certificate, or other evidence of coverage 
currently in use and issued or delivered to any policyholder, certificate holder, 
enrollee, subscriber, or member in Colorado, including the titles of the programs 
or products affected by the forms. 

 
The copies of the Annual Report of Forms for health coverage that were provided by the Company as 
having been filed for 2004 and 2005 do not appear to reflect all policy forms, application forms, 
endorsements and riders issued or delivered to a policyholder, certificate holder, enrollee, subscriber, or 
member in Colorado.   
 
The 2005 Annual Report only lists the following two (2) forms in use during 2005 and should have 
included all the forms reflected on the 2004 Annual Report. 
 
 Form Number    Description 
 
 CO-B-PPO    Basic PPO Plan 
 CO-S-PPO-04    Standard PPO Plan 
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The Annual Report filed for 2004 does not reflect the following forms which were noted in files being 
reviewed for the period under examination: 
 
Form Number  Edition Date Form Name 
 
9527   06/00  Disclosure Statement for the State of Colorado 
 
R512   05/03  Certificate Rider-Used with the most frequently sold plan 
R514   05/03  Certificate Rider-Used with the most frequently sold plan 
R518   05/03  Certificate Rider-Used with the most frequently sold plan 
R519   05/03  Certificate Rider-Used with the most frequently sold plan 
R526   05/03  Certificate Rider-Used with the most frequently sold plan 
R527   05/03  Certificate Rider-Used with the most frequently sold plan 
R 532 CO   05/03  Certificate Rider-Used with the most frequently sold plan 
R 533 CO   05/03  Certificate Rider-Used with the most frequently sold plan 
 
14362CO  7/01  Employee Application 
 
F-CV-00-02-01    Individual Major Medical Conversion Policy 
 
14437CO  8/01  Disclosure Statement For The State of Colorado 
 
MIQGENRL  1/01  Medical Information Questionnaire General 
 
9455   9/96  Colorado Small Employer Certification 
 
 
Recommendation No. 3: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-107.2, C.R.S. and Amended Regulation 1-1-6.  In the event the 
Company is unable to show such proof, it should provide evidence to the Division of Insurance that it has 
implemented procedures to ensure that all forms in use are reflected on its Annual Report of Forms. 
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Issue A4:  Failure to provide the required disclosures concerning mandated benefits on the Basic 

Health Benefit Plan and all other small group health benefit plans. 
 
Section 10-16-105, C.R.S., Small group sickness and accident insurance – guaranteed issue – mandated 
provisions for basic and standard health benefit plans – rules, states: 
 

(5) Each small group sickness and accident insurer or other entity shall make 
reasonable disclosure in solicitation and sales materials provided to small 
employers the following information in a form and manner prescribed by the 
commissioner and upon request of any such small employer shall provide 
such information in detail: 

 
(g)(I) That the small employer purchasing any health benefit plan other 

than a basic plan pursuant to paragraph (b) of subsection (7.2) of this 
section, must pay for all of the mandated benefits pursuant to section 
10-16-104 and that these mandates include mandatory, nonwaivable 
coverages for newborn, maternity, pregnancy, childbirth, 
complications from pregnancy and childbirth, therapies for 
congenital defects and birth abnormalities, low-dose mammography, 
mental illness, biologically-based mental illness, the availability of 
alcoholism treatment, the availability of hospice care, prostate cancer 
screening, child health supervision, hospitalization and general 
anesthesia for dental procedures for dependent children, diabetes, 
and prosthetic devices. 

 
(II) That a small employer purchasing a basic health benefit plan is 

waiving coverage for low-dose mammography screening, mental 
illness, prostate screening, hospitalization and general anesthesia for 
dental procedures for children, the availability of treatment for 
alcoholism, and the availability of hospice care. 

 
Amended Regulation:  4-6-8, Concerning Small Employer Health Plans, promulgated under the authority 
of Sections 10-1-109(1), 10-16-105.2(1)(a)(IV) and (3), 10-16-105(5), 10-16-108.5(8), 10-16-109, and 
10-16-708, C.R.S., states: 
 
 Section 9. Disclosure Requirements 
 

B. Pursuant to Section 10-16-105(5), C.R.S., small employer carriers shall also 
include in all printed marketing and solicitation materials the following: 

  
(2) When marketing any small group plan other than the Basic Health 

Benefit Plan, carriers are required to make the following disclosure 
in a clear and conspicuous manner: 

 
“Small employers purchasing any health benefit plan other than a 
basic plan must pay for all of the mandated benefits pursuant to  
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section 10-16-104.  The premium for this plan includes the cost of 
these mandated benefits, specifically: coverages for newborn, 
maternity, pregnancy, childbirth, complications from pregnancy and 
childbirth, therapies for congenital defects and birth abnormalities, 
low-dose mammography, mental illness, biologically-based mental 
illness, the availability of alcoholism treatment, the availability of 
hospice care, prostate cancer screening, child health supervision, 
hospitalization and general anesthesia for dental procedures for 
dependent children, diabetes, and prosthetic devices.” 

 
(3) When marketing a Basic Health Benefit Plan that does not include 

certain mandated benefits cited by statute, carriers are required to 
make the following disclosure in a clear and conspicuous manner: 

 
“Interested policyholders, certificate holders, and enrollees are 
hereby given notice that this small group policy does not cover all 
the health services and benefits, specifically, mammography, prostate 
screenings, mental health, alcoholism, hospice care, and dental 
anesthesia for children, which the Colorado Revised Statutes usually 
require group plans to cover.” 

 
Small employer carriers are required to provide disclosures indicating that the premium for any health 
benefit plan purchased other than a Basic Health Benefit plan will include the cost of all of the mandated 
benefits pursuant to Section 10-16-104, C.R.S.  When marketing a Basic Health Benefit Plan that does 
not include certain mandated benefits cited by statute, carriers are required to provide disclosure 
information that the small group policy does not cover all the health services and benefits which the 
Colorado statutes usually require group plans to cover. 
 
The Company has indicated that they do not have a disclosure form or statement meeting this 
requirement. 
 
 
Recommendation No. 4: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-105, C.R.S. and Amended Regulation 4-6-8.  In the event the 
Company is unable to show such proof, it should provide evidence to the Division of Insurance that it has 
implemented procedures to ensure that all disclosures regarding mandated benefits are provided as 
required by Colorado insurance law. 
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Issue E1:  Failure to provide benefits for covered services based on a licensed provider’s 

status, e.g., residing in the household of the insured, a member of the insured 
person’s immediate family, or being the employer of an insured or the insured’s 
dependents. 

 
Section 10-16-104, C.R.S., Mandatory coverage provisions, states: 
 

(7) Reimbursement of providers 
 

(a) Sickness and accident insurance. 
 

(I) (A) Notwithstanding any provisions of any policy of sickness 
and accident insurance issued by an entity subject to the 
provisions of part 2 of this article or a prepaid dental care 
plan subject to the provisions of part 5 of this article, 
whenever any such policy or plan provides for 
reimbursement for any service that may be lawfully 
performed by a person licensed in this state for the practice 
of osteopathy, medicine, dentistry, dental hygiene, 
optometry, psychology, chiropractic, or podiatry, 
reimbursement under such policy or plan shall not be denied 
when such service is rendered by a person so licensed.  … 

 
The Company’s Basic and Standard Health Benefit Plans reflect a limitation that does not appear to be in 
compliance with Colorado insurance law.  A policy could contain an exclusion for charges that would not 
be billed if the member did not have insurance, but the policy may not exclude reimbursement for covered 
services performed by a licensed provider if the provider normally charges for the services nor can a 
policy deny reimbursement for covered benefits based upon the provider’s status, e.g., residing in the 
household, an immediate family member, or the employer of an insured or the insured’s dependents. 
 
The Certificates for all four (4) state mandated plans reflect the following on page 2: 
 
 DEFINITIONS 
 

PHYSICIAN:  An individual who is: a) Licensed by law to perform services for 
which benefits are provided under the Group Policy. b) Acting within the scope of 
that license in performing those services in the state in which the license is valid.  
This definition does not include physicians who reside in the household, are members 
of the insured person’s immediate family, or employ you or your dependents. 

 
The Certificates reflect the following on the indicated pages: 
 
Page 20-Basic PPO 
Page 19-Basic Indemnity 
Page 23-Standard PPO 
Page 22-Standard Indemnity 
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 EXCLUSIONS AND LIMITATIONS 
 

8) Charges for medical care provided by a spouse, child or parent, or any other person 
related to you by blood or marriage. 

 
16) Charges for any care or treatment furnished by the Employer or any of its employees. 

 
Form Number    Form Name 
 
CO-B-PPO-04    Basic PPO 
CO-B-IND-04    Basic Indemnity 
CO-S-PPO-04    Standard PPO 
CO-S-IND-04    Standard Indemnity 
 
 
Recommendation No.: 5 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in willful violation of Section 10-16-104, C.R.S.  In the event the Company is unable to show 
such proof, it should provide evidence to the Division of Insurance that it has implemented procedures to 
ensure that no policy forms reflect that reimbursement for covered benefits performed by a licensed 
provider who normally charges for the services will be denied based upon the provider’s status, e.g., 
residing in the household, an immediate family member, or the employer of an insured or the insured’s 
dependents. 
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Issue E2:  Failure to have a 2005 Health Plan Description Form or certificate of coverage for the 

state mandated Basic and Standard Health Benefit Plans. 
 
Amended Regulation 4-6-5, Concerning The Basic and Standard Health Benefit Plans, promulgated 
pursuant to §§10-1-109, 10-16-105(7.2), 10-16-108.5(8), and 10-16-109, C.R.S., states: 
 
 Section 4. Rules 
 
 A.1 Basic Plan.  The form and content of the basic health benefit plan  

 may be one or more of the three plan design options as appended to 
this regulation and shall constitute the basic health benefit plan 
design pursuant to § 10-16-105(7.2), C.R.S.  At least one of these 
three plan design options shall be required for use in Colorado’s 
small group market pursuant to § 10-16-105(7.3), C.R.S., and as 
conversion coverage pursuant to § 10-16-108, C.R.S. However, if the 
carrier chooses to offer more than one basic health benefit plan 
design, it shall offer all of its basic plan options to every small 
employer that expresses an interest in the basic plan or to those 
individuals purchasing a basic conversion plan. 

 
  A.2. Standard Plan.  The form and content of the standard health benefit  

 plan, as appended to this regulation, shall constitute the standard 
health benefit plan required for use in Colorado’s small employer 
market pursuant to §10-16-105(7.3), C.R.S., and for use as 
conversion coverage pursuant to §10-16-108, C.R.S. 

 
The Company does not appear to be in compliance with Colorado insurance law as it did not have a 2005 
Health Plan Description Form or a Certificate for the state mandated Basic and Standard Health Benefit 
Plans. 
 
 
Recommendation No. 6: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Amended Regulation 4-6-5.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that all forms required by Colorado insurance law are updated and available for use with insureds. 
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Issue E3:  Failure to deliver the summary document for the Life and Health Insurance Protection 

Association when delivering policies or contracts.   
 
Section 10-20-119, C.R.S., Prohibited advertisement of association article in insurance sales – notice to 
policyholders, states. 
 

(2) By December 1, 1991, the association shall prepare a summary document 
describing the general purposes and current limitations of this article, and 
such summary document shall be in compliance with subsection (3) of this 
section.  Such summary document shall be submitted to the commissioner for 
approval.  Sixty days after receiving such approval, each member shall, when 
delivering a policy or contract, as described in section 10-20-104 (2) (a) to a 
policyholder or contract holder, deliver such summary document 
concurrently or prior to the delivery of such policy or contract, except when 
subsection (4) of this section applies.  The summary document shall also be 
available upon request by a policyholder.  The distribution, delivery, or 
contents or interpretation of the summary document shall not mean that 
either the policy or the contract or the holder thereof will be covered in the 
event of impairment or insolvency of a member insurer.  The summary 
document shall be revised by the association pursuant to amendments to this 
article or as other circumstances may require.  Failure to receive this 
summary document does not give a policyholder, a contract holder, or an 
insured any rights other than those stated in this article.  [Emphases added.] 

 
(3) The summary document prepared pursuant to subsection (2) of this section 

shall contain a clear and conspicuous disclaimer on its face.  [Emphasis 
added.]  The commissioner shall establish the form and content of the 
disclaimer.  The disclaimer shall: 

 
(a) State the name and address of the association and the division of 

insurance;  [Emphasis added.] 
(b) Prominently warn the policyholder or contract holder that the 

association may not cover the policy or, if coverage is available, such 
policy may be subject to substantial limitations and exclusions and 
shall be conditioned on the continued residence in the state by the 
policyholder or contract holder; 

(c) State that the insurer and its agents are prohibited by law from using 
the existence of the association for the purpose of sales, solicitation, 
or inducement to purchase any form of insurance; 

(d) Emphasize that the policyholder or contract holder should not rely on 
coverage by the association when selecting an insurer; 

 
The Company has indicated that it did not deliver any summary documents for the Life and Health 
Insurance Protection Association during the period under examination.  The summary document that was 
provided reflects: 



 
Market Conduct Examination  New England Life Insurance Company 
Underwriting – Policy Forms 

  
30 

 
• An incorrect address and telephone number for the Life and Health Insurance Protection 

Association. 
 

• The Association’s address and telephone number as well as the name and address of the Division 
of Insurance are on the last page of the summary document instead of on the face of the 
document. 

 
The Life & Health Insurance Protection Association sent a notice to all member companies on December 
29, 2001, regarding a new address for the association.  Effective immediately the new address was: 
 
 P.O. Box 36009 
 Denver, CO  80236-0009 
 Telephone Number:  (303) 292-5022 
 
The Summary Document provided by the Company reflects on page 3: 
 
 Life and Health Insurance Protection Association 
 P.O. Box 480025 
 Denver, Colorado 80248-0025 
 (303) 894-7499 
 
 
Recommendation No.7: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-20-119, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that the Summary Document for the Life and Health Insurance Protection Association, with only correct 
information, is delivered concurrently or prior to the delivery of a policy or contract as required by 
Colorado insurance law.   
 
In the Market Conduct examination for calendar year 2000, the Company was previously cited for failure 
to provide the summary document of the Life and Health Insurance Protection Association Act.  The 
violation resulted in Recommendation # 2, that the Company establish procedures to ensure that the 
summary document be delivered to policyholders or contract holders concurrently or prior to the delivery 
of a policy.  Failure to comply with the previous recommendation and order of the commissioner may 
constitute a violation of Section 10-1-205, C.R.S. 
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Issue E4:  Failure to title the Basic Health Benefit Plans with a plan design option. 

 
Emergency Regulation 04-E-4, The Basic and Standard Health Benefit Plans, promulgated pursuant to 
§§10-1-109, 10-16-105(7.2), 10-16-108.5(8), and 10-16-109, C.R.S., states: 
 

2. BACKGROUND AND PURPOSE 
 

The purpose of this emergency regulation is to provide information regarding 
the three different benefit design options for the Basic Health Benefit Plans 
pursuant to the newly enacted statutory provision in §10-16-105(7.2) (b), 
C.R.S.  The Division of Insurance finds that immediate adoption of this 
regulation is necessary to comply with the implementation date of July 1, 
2004 of Colorado Senate Bill 04-094 and that compliance with the 
requirements of §24-4-103(3), C.R.S. would be contrary to the public 
interest.  This emergency regulation specifies the requirements for the basic 
and standard health benefit plans and it replaces Colorado Regulation 4-6-5 
in its entirety. 

 
3. RULES 

 
A.2. Basic Plan.  The form and content of the basic health benefit plan 

may be one or more of the three plan design options, as appended to 
this regulation, and shall constitute the basic health benefit plan 
design pursuant to §10-16-105 (7.2), C.R.S.  At least one of these 
three plan design options shall be required for use in Colorado’s 
small group market pursuant to §10-16-105(7.3), C.R.S.  and as 
conversion coverage pursuant to §10-16-108, C.R.S.  However, if the 
carrier chooses to offer more than one basic health benefit plan 
design, it shall offer all of its basic plan options to every small 
employer that expresses an interest in the basic plan or to those 
individuals purchasing a basic conversion plan. 

 
B. The basic and standard health benefit plans shall be identified as 

specified below. 
 

1. Each small employer carrier shall title and market 
 its basic health benefit plan as follows:  “[Carrier name], 

[Type of plan (i.e., Indemnity, Preferred Provider or HMO) 
Basic (Health Benefit Plan without Specified Mandates, 
High Deductible Health Benefit Plan or High Deductible 
Health Benefit Plan without Specified Mandates)] for 
Colorado.”  [Emphasis added.] 

 
Colorado insurance law via Emergency Regulation 04-E-04, effective July 1, 2004, required that carriers 
title and market their Basic Health Benefit Plan(s) with one or more of the plan design options, i.e., 
Health Benefit Plan without Specified Mandates, High Deductible Health Benefit Plan or High  
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Deductible Health Benefit Plan without Specified Mandates.  It appears that the Basic Health Benefit Plan 
option being used by the Company is the “Health Benefit Plan without Specified Mandates”, but this title 
is not reflected in the Certificates.  The face pages of the PPO Plan Certificates only reflect the carrier 
name and the wording: HEALTH BENEFIT PLAN.  The face page of the Indemnity Plan does not reflect 
any title.  The Schedule of Benefits located in the Certificates identifies the plans only as:  “Basic 
Preferred Provider Plan” and “Basic Indemnity Plan.” 
 
Form Number    Form Name 
CO-B-PPO-04    Certificate of Insurance 
 
CO-B-IND-04    Certificate of Insurance 
 
 
Recommendation No. 8: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Emergency Regulation 04-E-4.  In the event the Company is unable to show 
such proof, it should provide evidence to the Division of Insurance that it has implemented procedures to 
ensure that its Basic Health Benefit Plans are titled and marketed with the chosen plan design option as 
required by Colorado insurance law. 
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Issue E5:  Failure to reflect that coverage for suicide or self-inflicted injuries sustained by an 

insane person would be allowed. 
 
Section 10-16-102, C.R.S., Health Care Coverage, Definitions, states: 
 

(30) “Policy of sickness and accident insurance” means any policy or  
contract of insurance against loss or expense resulting from the 
sickness of the insured, or from the bodily injury or death of the 
insured by accident, or both. 

 
Bulletin 8-99, issued October 22, 1999, states: 
 

Suicide Exclusions And Exclusions For 
Intentionally Self-Inflicted Injuries In Health Insurance Policies 

 
Section 1:  Background and Purpose 
 
The Division of Insurance (“Division”) has received consumer complaints concerning some 
health insurance carriers’ usage and interpretations of suicide exclusions and exclusions for 
intentionally self-inflicted injuries in their policies.  Some carriers are using exclusions to 
deny coverage for intentionally self-inflicted injuries, including suicide or attempted suicide, 
even where the injury, suicide or suicide attempt may be the result of sickness, accident or 
illness, which is covered under the policy.  The exclusions at issue use language the same or 
substantially similar to the following:  “benefits are excluded for treatment as a result of 
attempted suicide or suicide or intentionally self-inflicted injury, whether sane or insane.”  
The purpose for this bulletin is to clarify the Division’s position on this issue. 
 
Section 2.  Applicability and Scope 
 
The subject matter of this bulletin concerns all health insurance carriers that use exclusions 
for intentionally self-inflicted injuries, including suicide and suicide attempts in their policies. 
 
Section 3:  Division Position 
 
The Division adheres to the opinion of the Colorado courts that suicide, attempted suicide or 
other acts of self-destruction committed while insane are an accident.  Those performing the 
above acts while insane are incapable of formulating the intent necessary to categorize the act 
as intentional.  Therefore, insurance policies that provide coverage for sickness, accidents and 
illness, either as may be required by law (such as for mental illness) or otherwise, may not 
deny coverage for intentional acts committed while insane.  Such exclusions are contrary to 
law and are void as against public policy.  Accordingly, carriers are advised to amend policy 
language and interpret existing policy language accordingly. 
 
The prevailing view in Colorado courts is that broad exclusions for self-inflicted injuries or 
suicide attempts may not be applied in instances in which the insured or member was 
“insane” at the time of injury in sickness and accident policies written in Colorado.  See e.g.,  
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Continental Casualty Co. v. Maguire, 471 P.2d 636 (Colo. Ct. App. 1970); Metropolitan Life 
Insur. Co. v. Wright, 480 P.2d 597 (Colo. Ct. App. 1971); Mass. Protective Ass’n v. 
Daughtery, 288 P. 888 (Colo. 1930) (life insurance policy).  The reasoning applied by these 
courts is that injuries sustained in such circumstances are “accidents,” not “intentional” acts, 
since an individual who is insane is incapable of forming the requisite intent. 
 
The Company’s state mandated Basic and Standard Indemnity and PPO Health Benefit Plan certificates 
and the policy used by the Company as a Conversion Policy have exclusions for charges which do not 
appear to be in compliance with Colorado insurance law.  They reflect a broad exclusion for charges for 
services made necessary as a result of self-inflicted injury or suicide with no allowance for this type of 
injury as a result of intentionally self-inflicted injury or suicide committed by an insane person.   
 
The Basic Indemnity and Basic PPO Certificates reflect on page 20 (Indemnity) and page 21(PPO) and 
The Standard Indemnity and Standard PPO Certificates reflect on page 23 (Indemnity) and page 24 
(PPO): 
 
 EXCLUSIONS AND LIMITATIONS (Continued) 
 

25) Charges for services made necessary as a result of self inflicted injury. 
 
The wording on page 10 of the Conversion Policy is: 
 
 Exclusions 
 
 No benefit is payable for these items: 
 

(4) Intentionally self-inflicted injuries or suicide while sane or insane. 
 
Form Number    Form Name 
 
CO-B-IND-04    Basic Indemnity Health Benefit Plan 
CO-B-PPO-04    Basic Preferred Provider Health Benefit Plan 
CO-S-IND-04    Standard Indemnity Health Benefit Plan 
CO-S-PPO04    Standard Preferred Provider Health Benefit Plan 
F-CV-00-02-01    Individual Major Medical Conversion Policy 
 
 
Recommendation No. 9: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-102, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has implemented procedures to 
ensure that all applicable policy forms reflect that charges for services made necessary as a result of self-
inflicted injuries, including suicide, if committed by an insane person are to be covered as required by 
Colorado insurance law. 
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Issue E6:  Failure to provide correct or complete disclosure information to small employers.  

 
Section 10-16-102, C.R.S., Definitions, states: 
 
  (10)(a) “Case characteristics” means demographic characteristics of a small  

employer that are considered by the carrier in the determination of premium 
rates for the small employer. 

 
(b) “Case characteristics” are limited to the following demographic 

characteristics: 
 

(I) The age of covered individuals according to the following brackets: 
… 

 
(II) Geographic location of the policyholder as determined by rule of the 

commissioner pursuant to section 10-16-104.9; 
 

(III) Family size, including the following size categories only: 
 

(A) One adult; 
(B) One adult and any children; 
(C) Two adults; and 
(D) Two adults and any children; 

  
(IV) Smoking status; 
 
(V) Claims experience;  [Emphasis added.] 

 
(VI) Standard industrial classification; and 

 
(VII) Health status.  

 
Section 10-16-105, C.R.S., Small group sickness and accident insurance – guaranteed issue – mandated 
provisions for basic and standard health benefit plans – rules, states: 
 

(5) Each small group sickness and accident insurer or other entity shall make 
reasonable disclosure in solicitation and sales materials provided to small 
employers the following information in a form and manner prescribed by the 
commissioner and upon request of any such small employer shall provide 
such information in detail: 

 
(a) How premium rates for a specific employer are established or 

adjusted due to the experience or health status of employees or 
dependents of the small employer; 

 
(b) The provisions concerning the insurer’s or other entity’s right to, 

and the frequency with which the insurer or other entity may,  
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change premium rates and the factors, including case 
characteristics, which affect changes in premium rates;  [Emphasis 
added.] 

 
(c) (Deleted by amendment, L. 2004, p. 981, § 5, effective August 4, 

2004.) 
 

(d) The provisions relating to renewability of coverage; 
 

(e) The provisions of such coverage relating to any preexisting condition 
exclusion; 

 
(f) How to access the benefits and premiums available under all health 

benefit plans for which the employer is qualified; and 
 

(g)(I) That the small employer purchasing any health benefit plan other 
than a basic plan pursuant to paragraph (b) of subsection (7.2) of this 
section, must pay for all of the mandated benefits pursuant to section 
10-16-104 and that these mandates include mandatory, nonwaivable 
coverages for newborn, maternity, pregnancy, childbirth, 
complications from pregnancy and childbirth, therapies for 
congenital defects and birth abnormalities, low-dose mammography, 
mental illness, biologically-based mental illness, the availability of 
alcoholism treatment, the availability of hospice care, prostate cancer 
screening, child health supervision, hospitalization and general 
anesthesia for dental procedures for dependent children, diabetes, 
and prosthetic devices. 

 
(II) That a small employer purchasing a basic health benefit plan is 

waiving coverage for low-dose mammography screening, mental 
illness, prostate screening, hospitalization and general anesthesia for 
dental procedures for children, the availability of treatment for 
alcoholism, and the availability of hospice care. 

 
Section 10-16-118, C.R.S., Limitations on preexisting condition limitations, states: 
 

(1) A health coverage plan that covers residents of this state: 
 
  (a)(I) If it is a group health benefit plan, shall not deny, exclude, or limit  

benefits for a covered individual because of a preexisting condition 
for losses incurred more than six months following the date of 
enrollment of the individual in such plan or, if earlier, the first day of 
the waiting period for such enrollment; except that, for business 
groups of one, a health benefit plan shall not deny, exclude, or limit 
benefits for a covered individual because of a preexisting condition 

 for losses incurred more than twelve months following the date of 
enrollment of the individual in such plan.  [Emphasis added.]  A  
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group health benefit plan may impose a preexisting condition 
exclusion or limitation only if such exclusion relates to a condition 
(whether physical or mental), regardless of the cause of the 
condition, for which medical advice, diagnosis, care, or treatment  

 was recommended or received within six months immediately 
preceding the date of enrollment of the individual in such plan or, if 
earlier, the first day of the waiting period for such enrollment; 
except that a group health benefit plan shall not impose any 
preexisting condition exclusion in the case of a child that is adopted 
or placed for adoption before attaining eighteen years of age, or 
relating to pregnancy.  [Emphases added.] 

 
(b) Shall waive any affiliation period or time period applicable to a 

preexisting condition exclusion or limitation period for the period of 
time an individual was previously covered by creditable coverage if 
such creditable coverage was continuous to a date not more than 
ninety days prior to the effective date of the new coverage.  The 
period of continuous coverage shall not include any waiting period 
for the effective date of the new coverage.  … [Emphasis added.] 

 
(c) Shall exclude coverage for late enrollees for the greater of twelve 

months or for no more than an eighteen-month-preexisting condition 
exclusion; except that, if both a period of exclusion from coverage 
and a preexisting condition exclusion are applicable to a late 
enrollee, the combined period shall not exceed eighteen months from 
the date the individual enrolls for coverage under the health benefit 
plan.  … [Emphasis added.] 

 
Emergency Regulation 04-E-4, The Basic and Standard Health Benefit Plans, promulgated 
pursuant to §§10-1-109, 10-16-105(7.2), 10-16-108.5(8), and 10-16-109, C.R.S., states: 
 

3. RULES 
 

F. Except as specified in §10-16-105.2(3), C.R.S., a small employer carrier 
shall offer the basic and standard health benefit plans along with all its other 
small group plans to any small employer that applies for or makes an inquiry 
regarding health coverage from the small employer carrier.  The offer may be 
provided directly to the small employer or delivered through a producer.  The 
offer shall be in writing and shall include-information as required by §10-16-
105(5), C.R.S.  [Emphasis added.] 

 
The Company has provided Forms 9527 6/00, and 14437CO – 8/01, titled “Disclosure Statement – 
Colorado, which appear to be incorrect and incomplete in the following ways: 
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  Incomplete as the following are not reflected 
 

• How to access the benefits and premiums available under all health benefit plans for 
which the employer is qualified. 

 
That any health benefit plan other than a basic plan must pay for all of the mandated 
benefits pursuant to section 10-16-104. 

 
• That a small employer purchasing a basic health benefit plan is waiving coverage for 

low-dose mammography screening, mental illness, prostate screening, hospitalization and 
general anesthesia for dental procedures for children, the availability of treatment for 
alcoholism, and the availability of hospice care. 

 
RATING PRACTICES 
 
  Incorrect 
 

• Industry is reflected as a case characteristic used for adjustment of rates and the 
Company’s rate filings that were provided for the period of the examination reflect: 
“We do not use tobacco usage or industrial classification as rating variables in the state of 
Colorado.” 

 
  Incomplete as the following are not reflected 
 

• The frequency with which the insurer may change premium rates and 
 
• Claims experience  

   
PROVISIONS OF COVERAGE RELATING TO ANY PREEXISTING CONDITION EXCLUSION 
 
  Incomplete as the following are not reflected 
 

• That if earlier, the first day of the waiting period for such enrollment, is to be used in 
calculation of the six months used for preexisting conditions. 

 
• The twelve month period of time to be used in calculating preexisting conditions for 

business groups of one. 
 

• That no preexisting condition exclusion is to be imposed in the case of an adopted child, 
a child placed for adoption before attaining eighteen years of age, or relating to 
pregnancy. 

 
• That a period of continuous coverage shall not include any waiting period for the 

effective date of the new coverage. 
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The conditions to be used for excluding coverage for late enrollees or the maximum 
period of eighteen-months if combining a period of exclusion and a preexisting condition 
exclusion. 

 
• The definition of what constitutes a pre-existing condition does not reflect that the 

condition can be physical or mental or that the medical advice, diagnosis, care, or 
treatment could have been just recommended, as well as received. 

 
The Form used for disclosure reflects: 
 

Disclosure Statement – Colorado 
 

State Law requires that insurers disclose the following information regarding rating practices, coverage 
renewability and pre-existing limitations of small group health insurance. 
 
Rating Practices – New business Rates shall be based on a single, base rate, applicable to small 
employers, adjusted for case characteristics, industry and coverage.  Case characteristics will be based on 
age, geographic location, plan design and family status.  Until January 1, 1998, renewal rates for groups 
issued on or after July 1, 1994, for group health insurance, may be calculated based on changes in case 
characteristics, trend, and a rate adjustment factor which is not to exceed the prior year’s rate adjustment 
factor plus ten percent.  The annual increase shall not exceed the rating limitations as defined in HB 1210. 
 
Coverage Renewability –The group health insurance is renewable at the employer’s option except for:  
  

- non-payment of premium; 
- fraud or misrepresentation; 
- participation drops below plan’s minimum; 
- repeated misuse of a provider network provision; 
- no longer a viable business; 

 
Coverage for Pre-Existing Conditions – A health benefit plan shall not deny, exclude, or limit benefits 
for a covered individual for losses incurred more than 6 months after the effective date of coverage due to 
a pre-existing condition.  The plan cannot define a pre-existing condition more restrictive than: 
 

• An injury or sickness for which a person incurred charges, received medical treatment, consulted 
a health care professional, or took prescription drugs within six months immediately preceding 
the effective date of coverage. 

 
If an individual was covered under a previous “Creditable Health Coverage” plan, enrolls when first 
eligible and does not have a break in coverage of more than 90 days, the individual may be entitled to a 
time credit towards the satisfaction of the six month pre-existing condition period set forth under the new 
plan equal to the portion of the 6 month pre-existing credit provision achieved under the prior plan. 
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Form Number      Form Name 
 
9527 6/00      Disclosure Statement - Colorado 
14437CO-8/01      Disclosure Statement - Colorado 
 
Recommendation No. 10: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Sections 10-16-102, 10-16-105, 10-16-118, C.R.S. and Emergency Regulation 
04-E-4.  In the event the Company is unable to show such proof, it should provide evidence to the 
Division of Insurance that it has implemented procedures to ensure that correct and complete disclosure 
information is provided to small employers as required by Colorado insurance law. 
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Issue E7:  Failure to reflect correct or complete coverage information in the state mandated plans. 

 
Amended Regulation 4-6-5 and Emergency Regulations 04-E-4 and 04-E-9, Concerning The Basic and 
Standard Health Benefit Plans, promulgated pursuant to §§10-1-109, 10-16-105 (7.2), 10-16-108.5(8), 
and 10-16-109, C.R.S., state: 
 

STANDARD AND BASIC HEALTH BENEFIT PLAN 
POLICY REQUIREMENTS FOR THE STATE OF COLORADO 

 
 Colorado Division of Insurance 

 
July 1, 2004 

September 29, 2004 
December 1, 2004 

 
I. The basic health benefit plan as defined by the Commissioner pursuant to § 

10-16-105(7.2)(b), C.R.S., for an indemnity, preferred provider, and health 
maintenance organization (HMO) plan shall include the specific benefits and 
coverages outlined in the attached table labeled “Basic Health Benefit Plan.” 

 
1. The basic health benefit plan as defined by the Commissioner 

pursuant to § 10-16-105(7.2)(b), C.R.S., for an indemnity, preferred 
provider, and health maintenance organization (HMO) plan shall 
include the specific benefits and coverages outlined in one of the 
attached tables labeled “Basic Health Benefit Plan without Specified 
Mandates”, “Basic High Deductible Health Benefit Plan”, or “Basic 
High Deductible Health Benefit Plan without Specified Mandates.” 

 
 II. The standard health benefit plan for an indemnity, preferred provider, and  

 HMO plan shall include the specific benefits and coverages outlined in the 
attached table labeled “Standard Health Benefit Plan.” 

 
2. The standard health benefit plan for an indemnity, preferred 

provider, and HMO plan shall include the specific benefits and 
coverages outlined in the attached table labeled “Standard Health 
Benefit Plan”. 

 
The Company’s Certificates for the Basic and Standard Health Benefit Plans have a Schedule of Benefits 
attached that would have been used in 2004 and 2005.  This Schedule of Benefits does not appear to be in 
compliance with Colorado insurance law in the following ways: 
 

1. The following notation does not appear under PART B: SUMMARY OF BENEFITS:  
“Please note:  all co-insurance percentages listed are what the carrier will pay for the service. 
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2. The word “co-insurance” does not appear behind the co-insurance percentages for Items: 

 
5a, 8, 9, 10, 12, 13, 14, 15, 16, 17, 21, 24 and 27 – Basic Indemnity Plan 
5a, 8(OON), 9(OON), 10, 12, 13, 14, 15, 16, 17, 21(OON), 24 and 27 – Basic PPO Plan 
5a, 8 (Indemnity  & PPO OON), 9 (Indemnity & PPO OON), 10, 12, 13, 14, 15, 16, 17, 
19, 20, 21, 24, 25, 26, 27 and 31 

 
3. As of December 1, 2004, the footnote number for Item 5, OUT-OF-POCKET ANNUAL  

MAXIMUM, should be P

3 
Pinstead of P

2 
Pand there are changes in the footnote wording.  Also, 

after both the Individual and the Family maximum amounts reflected, the following is not 
reflected:  “(includes deductibles & coinsurance). – Basic & Standard Indemnity Plans, the 
Standard Indemnity and PPO Plans. 
 
As of December 1, 2004, there is no longer a footnote P

1a 
P as reflected for the “Out-Of- 

Network” column.  This footnote should be reflected as P

2 
P for both the “Out-Of-Network” 

column and in the explanation of the footnotes at the end of the document. - Basic PPO Plan 
 

4. As of December 1, 2004, Item 5A, COINSURANCE, should reflect the following wording 
after COPAY:  “(amount paid by insured/member)” and reflect 5A instead of 5a.  Basic 
Indemnity and PPO Plans & Standard Indemnity and PPO Plans. 

 
5. As of January 1, 2004, Item 7, COVERED PROVIDERS, should be displayed as 7A. and 

7B., instead of 7a. and 7b.  Basic Indemnity and PPO Plans & Standard Indemnity and PPO 
Plans. 

 
6. As of January1, 2004, Item 8, ROUTINE MEDICAL OFFICE VISITS P

5, 
Pshould reflect 

“/visit” after the copay amounts displayed in the “In-Network” column.  Basic PPO Plan 
 

7. Footnote P

6 
Pfor Item 9, PREVENTIVE CARE, is the correct number, but effective December 

1, 2004, the wording for the footnote is incomplete as the following is not reflected:  
“Immunization schedule will be published in a bulletin that will be updated yearly.”  Also, 
the footnote P

6a 
P is not displayed behind Adults’ services for Item 9 and there is no footnote 

wording for P

6a  
Pwhich should be:  “Prostate cancer screening and routine mammograms are not 

covered.”  Basic Indemnity and PPO Plans-Standard Indemnity and PPO Plans are cited only 
for failing to reflect the wording for the footnote. 

 
8. There is no footnote reflected for Item 10, MATERNITY and as of July 1, 2004, a footnote P

7 

Pshould be reflected.  Basic Indemnity and PPO Plans  
 

9. As of December 1, 2004, Item 14 should be titled DIAGNOSTICS instead of 
LABORATORY & X-RAY.  Basic Indemnity and PPO Plans – Standard Indemnity and PPO 
Plans. 

 
10. Footnote P

13 
Pfor Item 15, EMERGENCY CARE, is not correctly worded because as of July 1, 

2004 the last sentence should have read:  “If emergency rooms are used by the plan for non-
emergency after hours care, then urgent care co-pays apply.  As of December 1, 2004, the last 
sentence should have read:  “If emergency departments are used by the plan for non- 
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emergency after hours care, then urgent care coinsurance and copays apply.”  Basic 
Indemnity and PPO Plans – Standard Indemnity and PPO Plans. 
 

11. Item 22, DURABLE MEDICAL EQUIPMENT, does not display the 50% coinsurance 
wording that was required as of December 1, 2004.  Basic Indemnity Plan. 

 
12. Item 22, DURABLE MEDICAL EQUIPMENT, does not display the 70% (IN) and 50%  

(OON) coinsurance nor does it include the following:  “(In-network deductible applies to 
network providers and the out-of-network deductible applies to non-network providers.  
However, the maximum benefit is combined for in-network and out-of-network benefits.). 
This was required effective December 1, 2004.  Basic PPO Plan. 

 
13. Item 22, DURABLE MEDICAL EQUIPMENT, does not display the 80% (IN) and 60% 

(OON) coinsurance wording that was required as of December 1, 2004.  Standard Indemnity 
and PPO Plans. 

 
The Company’s Certificates for the Basic and Standard Health Benefit Plans have a Covered Preventive 
Services chart attached that would have been used in 2004 and 2005.  This chart doesn’t appear to be in 
compliance with Colorado insurance law in the following ways: 
 

1. Effective July 1, 2004 there were three (3) footnotes displayed, instead of two (2). 
 

• Footnote P

1 
Pshould be reflected after the title of “COVERED PREVENTIVE SERVICES” 

and read:  Not all preventive services and screenings are specifically listed, but the list is 
considered to include all services and screenings deemed to be preventive by the Federal 
Department of the Treasury for HSA (health savings account) compliant plans. 

 
• Footnote P

2 
P should be reflected after “5 well-child visits” and read:  “Well child visit” 

means a visit to a primary care provider that includes the following elements:  age 
appropriate physical exam (but not a complete physical exam unless this is age 
appropriate), history, anticipatory guidance and education (e.g., examine family 
functioning and dynamics, injury prevention counseling, discuss dietary issues, review 
age appropriate behaviors, etc.), and growth and development assessment.  For older 
children, this also includes safety and health education counseling. 

 
• Footnote P

3 
Pshould be reflected after “1 age appropriate health maintenance visit” and read:  

“Age appropriate health maintenance visit” means an exam which includes the following 
components:  age appropriate physical exam (but not a complete physical exam unless 
this is age appropriate), history, anticipatory guidance and education (e.g., examine 
family functioning and dynamics, discuss dietary issues, review health promotion 
activities of the patient, etc.), and exercise and nutrition counseling (including folate 
counseling for women of child bearing age). 

 
2. Effective January 1, 2004, under the “Age 65 and older” category, the coverage for “Either 

annual fecal occult blood testing or 2 colorectal visualizations” was available to age 75 
instead of age 70 as reflected in the Preventive Services chart attached to the Company’s 
Basic and Standard Health Benefit Plans. 
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Form Number    Form Name 
 
CO-B-IND-04    Basic Indemnity Health Benefit Plan 
CO-B-PPO-04    Basic PPO Health Benefit Plan 
CO-S-IND-04    Standard Indemnity Health Benefit Plan 
CO-S-PPO04    Standard Preferred Provider Health Benefit Plan 
 
 
Recommendation No. 11:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Amended Regulation 4-6-5 and Emergency Regulations 04-E-04 and 04-E-09.  
In the event the Company is unable to show such proof, it should provide evidence to the Division of 
Insurance that it has established procedures to ensure that its certificates reflect correct and complete 
coverage information for the Basic and Standard Health Benefit Plans as required by Colorado insurance 
law. 
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Issue E8:  Failure to reflect correct coverage requirements for skilled nursing facility care. 

 
Amended Regulation 4-6-5 and Emergency Regulations 04-E-4 and 04-E-9, Concerning The Basic and 
Standard Health Benefit Plans, promulgated pursuant to §§10-1-109, 10-16-105 (7.2), 10-16-108.5(8), 
and 10-16-109, C.R.S., state: 
 

STANDARD AND BASIC HEALTH BENEFIT PLAN 
POLICY REQUIREMENTS FOR THE STATE OF COLORADO 

 
 Colorado Division of Insurance 

 
July 1, 2004 

September 29, 2004 
December 1, 2004 

 
 I. The basic health benefit plan as defined by the Commissioner pursuant to §  

10-16-105(7.2)(b), C.R.S., for an indemnity, preferred provider, and health 
maintenance organization (HMO) plan shall include the specific benefits and 
coverages outlined in one of the attached tables labeled “Basic Health 
Benefit Plan without Specified Mandates”, “Basic High Deductible Health 
Benefit Plan”, or “Basic High Deductible Health Benefit Plan without 
Specified Mandates.” 

 
II. The standard health benefit plan for an indemnity, preferred provider, and 

HMO plan shall include the specific benefits and coverages outlined in the 
attached table labeled “Standard Health Benefit Plan.” 

 
Benefit Grid 
 
PART B:  SUMMARY OF BENEFITS 
 
          BASIC INDEMNITY       BASIC PREFERRED 
         PLAN         PROVIDER PLAN 

  IN-NETWORK OUT-OF- 
NETWORKP

2
P
 

27. SKILLED 
NURSING FACILITY 
CARE P

19
P
 

50% coinsurance (Not 
to exceed 100 
days/year) 

70% coinsurance (Not 
to exceed 100 
days/year) 

50% coinsurance (Not 
to exceed 100 
days/year) 

 
Footnote P

19
P Coverage for medically necessary skilled nursing facility care only.  Benefits will not be paid 

for custodial care or maintenance care or when maximum medical improvement is achieved and no 
further significant measurable improvement can be anticipated. 
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PART B:  SUMMARY OF BENEFITS 
 
       STANDARD INDEMNITY      STANDARD PREFERRED 
         PLAN         PROVIDER PLAN 

  IN-NETWORK OUT-OF- 
NETWORKP

1a
P
 

27. SKILLED 
NURSING FACILITY 
CARE P

23
P
 

80% coinsurance (Not 
to exceed 100 
days/years) 

80% coinsurance (Not 
to exceed 100 
days/year) 

60% coinsurance (Not 
to exceed 100 
days/year) 

 
Footnote P

23 
P  Coverage for medically necessary skilled nursing facility care only.  Benefits will not be paid 

for custodial care or maintenance care or when maximum medical improvement is achieved and no 
further significant measurable improvement can be anticipated. 
 
The Company’s Basic and Standard State Health Benefit Plans appear to reflect a limitation for Skilled 
Nursing Facility Care that is not allowed by Colorado insurance law.  There is no requirement that this 
type of care must follow a hospital confinement. 
 
The Certificates reflect: 
 
Basic Indemnity Page 14 
 
Basic PPO  Page 15 
 
Standard Indemnity Page 15 
 
Standard PPO  Page 16 
 
 COVERED CHARGES 
 
 Charges for the following services are Covered Charges: 
 
BASIC PLANS 

 
(12) Skilled Nursing Facility Care 

   
• Care must follow a hospital confinement and the skilled nursing facility 

confinement must be the result of an injury or sickness that was the cause of 
the hospital confinement.  … 

 
STANDARD PLANS 
 
  (16) Skilled Nursing Facility Care 
 

• Care must follow a hospital confinement and the skilled nursing facility 
confinement must be the result of an injury or sickness that was the cause of 
the hospital confinement.  … 
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Form Number    Form Name 
 
CO-B-IND-04    Basic Indemnity Health Benefit Plan 
CO-B-PPO-04    Basic Preferred Provider Health Benefit Plan 
CO-S-IND-04    Standard Indemnity Health Benefit Plan 
CO-S-PPO-04    Standard Preferred Provider Health Benefit Plan 
 
 
Recommendation No. 12:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Amended Regulation 4-6-5 and Emergency Regulations 04-E-04 and 04-E-09.  
In the event the Company is unable to show such proof, it should provide evidence to the Division of 
Insurance that it has established procedures to ensure that its certificates reflect correct requirements for 
skilled nursing facility care in the Basic and Standard Health Benefit Plans as required by Colorado 
insurance law. 
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Issue E9:  Failure to reflect correct bone marrow transplants to be covered. 

 
Amended Regulation 4-6-5 and Emergency Regulations 04-E-04 and 04-E-09, Concerning 
The Basic and Standard Health Benefit Plans, promulgated pursuant to §§ 10-1-109, 10-16-
105 (7.2), 10-16-108.5(8), and 10-16-109, C.R.S., state: 
 

3. RULES 
 
 A.1. Standard Plan. The form and content of the standard health benefit 

plan, as appended to this regulation, shall constitute the standard health 
benefit plan required for use in Colorado’s small employer market pursuant 
to §§ 10-16-105 (7.3), C.R.S., and for use as conversion coverage pursuant to 
§ 10-16-108, C.R.S. 

 
Section 4. RULES 
 

 A.2. Standard Plan. The form and content of the standard health benefit 
plan, as appended to this regulation, shall constitute the standard health 
benefit plan required for use in Colorado’s small employer market pursuant 
to § 10-16-105 (7.3), C.R.S., and for use as conversion coverage pursuant to 
§ 10-16-108, C.R.S.   

 
STANDARD AND BASIC HEALTH BENEFIT PLAN 

POLICY REQUIREMENTS FOR THE STATE OF COLORADO 
 

Colorado Division of Insurance 
 

July 1, 2004 
September 29, 2004 
December 1, 2004 

 
II. The standard health benefit plan for an indemnity, preferred 

provider, and HMO plan shall include the specific benefits and 
coverages outlined in the attached table labeled “Standard Health 
Benefit Plan.” 

 
V. All basic and standard health benefit plans shall also comply with  
 the following requirements: 
 

B. Benefit Modifications – The form and level of coverages  
specified in the tables labeled “Basic Health Benefit Plan 
without Specified Mandates” or “Basic High Deductible 
Health Benefit Plan” or “Basic High Deductible Health 
Benefit Plan without Specified Mandates” and “Standard 
Health Benefit Plan” may be expanded to add additional  



 
Market Conduct Examination  New England Life Insurance Company 
Underwriting – Policy Forms 

  
49 

 
coverage through a rider or endorsement at the option of the 
policyholder only.  [Emphasis added.] 

 
2004 COLORADO STANDARD HEALTH BENEFIT PLANS: INDEMNITY, 

PREFERRED PROVIDER, AND HMO 
 

Benefit Grid 
  
 Part B:  SUMMARY OF BENEFITS 

(Please note: all coinsurance percentages listed are what the carrier will pay for the service.  
For the HMO plan, the percentage copay listed is what the member will pay.)  

 
STANDARD 
INDEMNITY 

PLAN 

STANDARD PREFERRED 
PROVIDER PLAN 

 
IN-NETWORK         OUT- OF-

NETWORKP

2
P
 

 

STANDARD HMO 
PLAN 
IN-NETWORK 
ONLY 
(out of-network 
care is not covered 
except as noted) 

24. ORGAN 
TRANSPLANTS 
P

22
P
 

Covered transplants include: liver, heart, heart/lung, lung, cornea, kidney, 
kidney/pancreas, and bone marrow for Hodgkin’s, aplastic anemia, leukemia, 
immunodeficiency disease, neuroblastoma, lymphoma, high risk stage II and III 
breast cancer, and Wiskott-Aldrich syndrome only.  Peripheral stem cell support is a 
covered benefit for the same conditions as listed above for bone marrow transplants. 
[Emphases added.] 

 80% 
coinsurance 

80%                           60%  
coinsurance               coinsurance   

Coverage is no less  
extensive than the 
coverage for any other 
physical illness. 

 
22. Transplants will be covered only if they are medically necessary and meet clinical standards for the 
procedure. 
 
The Company’s Certificates for the Standard Health Benefit Plans have a Schedule of Benefits attached 
that forms part of the certificates used in 2004 and 2005.  The Certificates reflect in this Schedule of 
Benefits that bone marrow for stage IV breast cancer is a covered transplant.  The last year that bone 
marrow for Stage IV breast cancer was a covered transplant was 2000. 
 
The wording on Certificate page 8 (Indemnity) and page 9 (PPO), is: 
 

SCHEDULE OF BENEFITS 
 

 PART B: SCHEDULE OF BENEFITS (Continued) 
 

24. Organ TransplantsP

22 
P Covered Transplants include: liver, heart, 

heart/lung, lung, cornea, kidney, kidney/pancreas, and bone marrow 
for  Hodgkin’s, aplastic anemia, leukemia,  



 
Market Conduct Examination  New England Life Insurance Company 
Underwriting – Policy Forms 

  
50 

 
 immunodeficiency disease, neuroblastoma, lymphoma, high risk 

stage II, III, and IV breast cancer, [Emphasis added.]  
 
Form Number   Form Name 
 
CO-S-IND-04   Standard Indemnity Health Benefit Plan 
CO-S-PP004   Standard Preferred Provider Health Benefit Plan 
 
 
Recommendation No. 13:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Amended Regulation 4-6-5 and Emergency Regulations 04-E-04 and 04-E-09. 
In the event the Company is unable to show such proof, it should provide evidence to the Division of 
Insurance that it has established procedures to ensure that all its certificates reflect correct organ 
transplants as required by Colorado insurance law. 
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Issue E10:  Failure to reflect correct or complete required provisions in individual and small 

group plans. 
 
Section 10-16-202, C.R.S., Required provisions in individual sickness and accident policies, states: 
 

(1) Except as provided in Section 10-16-204, each such policy delivered or issued 
for delivery to any person in this state shall contain the provisions specified in 
this section in the words in which the same appear in this section; except that the 
insurer, at its option, may substitute for one or more of such provisions 
corresponding provisions of different wording approved by the commissioner 
which are in each instance not less favorable in any respect to the insured or the 
beneficiary.  Such provisions shall be preceded individually by the caption 
appearing in this section or, at the option of the insurer, by such appropriate 
individual or group captions or subcaptions as the commissioner may approve.  
[Emphasis added.] 

 
(2) A provision as follows:  “Entire contract – changes:  This policy, including the 

endorsements and the attached papers, if any, constitutes the entire contract of 
insurance.  No change in this policy shall be valid until approved by an executive 
officer of the insurer and unless such approval be endorsed hereon or attached 
hereto.  No agent has authority to change this policy or to waive any of its 
provisions.”  [Emphasis added.] 

 
Section 10-16-214, C.R.S., Group sickness and accident insurance, states: 
 

(3)(a) Except as provided for in subsection (2) of this section, all policies of  
 group sickness and accident insurance providing coverage to persons 

residing in the state shall contain in substance the following 
provisions or provisions which, in the opinion of the commissioner, 
are more favorable to the persons insured or at least as favorable to 
the persons insured and more favorable to the policyholder:  
[Emphasis added.] 

 
(I) A provision that the policyholder is entitled to a grace period of 

thirty-one days for the payment of any premium due except the first, 
during which grace period the policy shall continue in force, unless 
the policyholder has given the insurer written notice of discontinuance 
of the coverage in advance of the date of discontinuance in 
accordance with the terms of the policy.  The policy may provide that 
the policyholder shall be liable to the insurer for the payment of a pro 
rata premium for the time the coverage was in force during such grace 
period. [Emphasis added.] 

 
(III) A provision that a copy of the application, if any, of the policyholder 

shall be attached to the policy when issued … [Emphasis added.] 
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(X) A provision that, in the case of claim for loss of time for disability, written 

proof of such loss must be furnished to the insurer within ninety days after the 
commencement of the period for which the insurer is liable, that subsequent 
written proofs of the continuance of such disability must be furnished to the 
insurer at such intervals as the insurer may reasonably require, and that, in the 
case of a claim for any other loss, written proof of such loss must be furnished 
to the insurer within ninety days after the date of such loss.  Failure to furnish 
such proof within such time shall not invalidate nor reduce any claim if it was 
not reasonably possible to furnish such proof within such time if such proof is 
furnished as soon as reasonably possible and in no event, except in the 
absence of legal capacity of the claimant, later than one year from the time 
proof is otherwise required.  [Emphases added.] 

 
Amended Regulation 4-6-5 and Emergency Regulations 04-E-04 and 04-E-09, Concerning 
The Basic and Standard Health Benefit Plans, promulgated pursuant to §§ 10-1-109, 10-16-
105 (7.2), 10-16-108.5(8), and 10-16-109, C.R.S., state: 
 

STANDARD AND BASIC HEALTH BENEFIT PLAN 
POLICY REQUIREMENTS FOR THE STATE OF COLORADO 

 
Colorado Division of Insurance 

 
July 1, 2004 

September 29, 2004 
December 1, 2004 

 
III. All provisions of Title 10, Article 16 of the Colorado Revised Statutes that 

apply to small employer group plans shall apply to the basic and standard 
health benefit plans. 

 
The Company’s Certificates for the Basic and Standard Indemnity and PPO Health Benefit Plans, its most 
frequently sold plan in Colorado and the policy used for conversion coverage do not appear to reflect 
correct and complete provisions as required by Colorado insurance law.   
 
Basic and Standard Plans 
 
Incomplete: 
 

There does not appear to be a provision relating to the entitlement of a grace period of thirty-one 
(31) days for payment of any premium due except the first. 

 
There does not appear to be a provision relating to the requirement for the application to be 
attached to the policy when issued. 



 
Market Conduct Examination  New England Life Insurance Company 
Underwriting – Policy Forms 

  
53 

 
Incorrect: 
 
 The required provision, concerning when “proof of loss” must be submitted in the absence of 

legal capacity, appears to be more restrictive than the time period of fifteen months allowed by 
Colorado insurance.  The provision of one year for submission as stated in the Certificates does 
not include the additional ninety (90) days allowed from the time proof is otherwise required. 

 
Most Frequently Sold Plan 
 
Incomplete: 
 

There does not appear to be a provision relating to the requirement for the application to be 
attached to the policy when issued. 

 
Incorrect: 
 
 The required provision, concerning when “proof of loss” must be submitted in the absence of 

legal capacity, appears to be more restrictive than the time period of fifteen months allowed by 
Colorado insurance.  The provision of one year for submission as stated in the Certificates does 
not include the additional ninety (90) days allowed from the time proof is otherwise required. 

 
Conversion Plan 
 
Incomplete: 
 
 The provision relating to the contract changes is not complete.  The policy does not include the  

stipulation that agents are not authorized to make any change to the policy or waive any policy 
provisions. 

 
The Basic and Standard Plan certificates reflect the following wording on pages 30, (B Ind), 31, (B PPO), 
33, (S Ind) and 34, (S PPO): 
 

NOTICE, PROOF AND PAYMENT OF CLAIMS 
 

 PROOF OF LOSS 
 

Proof of loss must be sent to the Company within 90 days after the claim was 
incurred.  (For benefits payable on a periodic bases, proof of loss must be sent within 
90 days after the end of any period for which benefits are payable.)  If it is not 
reasonably possible to do so, proof should be sent as soon as possible.  Except in the 
absence of legal capacity, proof must be sent within 1 year after the claim was 
incurred (or the end of a period for which periodic benefits are payable.) [Emphasis 
added.] 

 
The certificate for the most frequently sold plan in Colorado reflects the following wording on page 50: 
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NOTICE, PROOF AND PAYMENT OF CLAIMS 

(Other Than Life Insurance Benefits) 
 

 PROOF OF LOSS 
 

Proof of loss must be sent to the Company within 90 days after the claim was 
incurred.  (For benefits payable on a periodic bases, proof of loss must be sent within 
90 days after the end of any period for which benefits are payable.)  If it is not  
reasonably possible to do so, proof should be sent as soon as possible.  Except in the 
absence of legal capacity, proof must be sent within 1 year after the claim was 
incurred (or the end of a period for which periodic benefits are payable.) [Emphasis 
added.] 

 
The Conversion Policy reflects the following wording on page 14: 
 

GENERAL PROVISIONS 
 

 Entire Contract; Changes 
 

This policy is a legal contract between You and Us.  The policy, the attached 
application and any attached riders or endorsements are the entire contract.  No 
change in this policy shall be valid until approved by an executive officer of the 
Company and unless such approval is endorsed hereon or attached hereto. 

 
Form Number   Form Name 
 
CO-B-IND-04   Basic Indemnity Health Benefit Plan 
CO-B-PPO-04   Basic Preferred Provider Health Benefit Plan 
CO-S-IND-04   Standard Indemnity Health Benefit Plan 
CO-S-PP004   Standard Preferred Provider Health Benefit Plan 
CE-98CO-01   "Traditional" Health Benefit Plan For Small Employer Groups 
F-CV-00-02-01   Individual Major Medical Conversion Policy 
 
 
Recommendation No. 14:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Sections 10-16-202 and 10-16-214, C.R.S., Amended Regulation 4-6-5 and 
Emergency Regulations 04-E-04 and 04-E-09.  In the event the Company is unable to show such proof, it 
should provide evidence to the Division of Insurance that it has established procedures to ensure that all 
its certificates and policies reflect complete and correct provisions as required by Colorado insurance law. 
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Issue E11:  Failure to reflect clearly and completely the extent of coverage to be provided for 

home health care services and hospice care. 
 
Section 10-16-104, C.R.S., Mandatory coverage provisions, states: 
 

(8) Availability of hospice care coverage 
 

(b) Notwithstanding any other provision of the law to the contrary, no individual 
or group policy of sickness and accident insurance issued by an insurer 
subject to the provisions of part 2 of this article and no plan issued by an 
entity subject to the provisions of part 3 of this article which provides 
hospital, surgical, or major medical coverage on an expense incurred basis 
shall be sold in this state unless a policyholder under such policy or plan is 
offered the opportunity to purchase coverage for benefits for the costs of 
home health services and hospice care which have been recommended by a 
physician as medically necessary.  … 

 
(d) The commissioner, in consultation with the department of public health and 

environment, may establish by rule and regulation requirements for standard 
policy and plan provisions which state clearly and completely the criteria for 
and extent of insured coverage for home health services and hospice care.  
Such provisions shall be designed to facilitate prompt and informed decisions 
regarding patient placement and discharge.  [Emphasis added.] 

 
Amended Regulation 4-2-8, Concerning Required Health Insurance Benefits For Home 
Health Services And Hospice Care, promulgated under the authority of §§10-1-109 and 10-
16-104(8)(d), Colorado Revised Statutes (C.R.S.)., states: 
 
 Section 2. Purpose 
 

The purpose of this regulation is to establish requirements for standard policy 
provisions, which state clearly and completely the criteria for and extent of coverage 
for home health services and hospice care and to facilitate prompt and informed 
decisions regarding patient placement and discharge.  [Emphasis added.] 

 
 Section 3. Scope 
 
 The requirements of this regulation shall apply to: 
 

A. Insurers subject to the provisions of Part 2 of Article 16 of Title 10, C.R.S. and 
non-profit hospital, medical surgical, and health service corporations subject to 
the provisions of Part 3 of Article 16 of Title 10, C.R.S., which provide:  
hospital, surgical or major medical coverage on an expense incurred basis, except 
as noted in paragraph B below, issued on or after the effective date hereof and to 
all such policies renewed after said date, unless the insurer certifies in writing to 
the Commissioner of Insurance that it no longer issues the type of  
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policy being renewed.  “Renewed” or “renewal” means to continue coverage for 
an additional policy period upon expiration of the current policy period of a 
policy. 

 
Section 4. Requirements for Home Health Services 

 
A. Definitions 
 
(2) “Home health services” means the following services provided by a 

certified home health agency under a plan of care to eligible persons 
in their place of residence: 

  
(d) Physical therapy, occupational therapy or speech pathology 

and audiology services, as such therapy and services are 
defined in C.R.S. [Emphasis added.] 

 
(3) “Home health visit” is each visit by a member of the home health 

team, provided on a part-time and intermittent basis as included in 
the plan of care.  Services of up to 4 hours by a home health aide 
shall be considered as one visit. [Emphases added.] 

 
 B. General Policy Provisions Pertaining to Home Health Care  
 
 (1) The policy offering shall provide that home health 

 services are to be covered when such services are necessary as 
alternatives to hospitalization or in place of hospitalization.  Prior 
hospitalization shall not be required. [Emphases added.] 

 
 C. Benefits for Home Health Care Services 
 
  (1) Benefits levels for home health care services shall not be less than 

 the deductible, coinsurance and stop loss provisions of the overall 
policy or certificate. 

 
(2) The policy or certificate may contain a limitation on 
 the number of home health visits, but no policy offered may provide 

for fewer than 60 home health visits in any calendar year. [Emphasis 
added.] 

 
(3) The policy offered shall include benefits for the following services: 
 

(e) Speech therapy and audiology; 
 
(f) Respiratory and inhalation therapy; [Emphases added.] 
 

   (k) Rental or purchase of durable medical equipment; and  



 
Market Conduct Examination  New England Life Insurance Company 
Underwriting – Policy Forms 

  
57 

 
(4) The services identified in (C)(3)(i) through (C)(3)(1) above may be  

included elsewhere in the policy, rather than specifically in the home health 
benefit provisions. 
 

Section 5. Requirements for Hospice Care 
 
 A. Definitions. 
 
 (3) A “patient” is an individual in the terminal stage of illness 

 who has an anticipated life expectancy of six months or less 
and who alone or in conjunction with a family member or 
members, has voluntarily requested admission and been 
accepted into a hospice.  [Emphasis added.] 

 
 (4) A “patient /family” is one unit of care consisting of those 

individuals who are closely linked with the patient, including 
the immediate family, the primary care giver and individuals 
with significant personal ties.  [Emphasis added.] 

 
(12) “Home care services” are hospice services, which are  

provided in the place the patient designates as his/her 
primary residence, which may be a private residence, 
retirement community, assisted living, nursing or Alzheimer 
facility. 

 
(15) “Hospice levels of care:” 

 
 (c) “Inpatient hospice respite care:”  The level of care 

 received when the patient is in a licensed facility to 
provide the caregiver a period of relief.  Inpatient 
respite care may be provided only on an intermittent, 
non-routine, short-term basis.  It may be limited to 
periods of five days or less. 

 
(18) A “benefit period” for hospice care services is a period of  

three months, during which services are provided on a 
regular basis. 

 
B. General Provisions Pertaining to Hospice Care. 

 
(2) The policy offering shall provide that benefits are allowed 

only for individuals who are terminally ill and have a life 
expectancy of six months or less, except that benefits may 
exceed six months should the patient continue to live beyond 
the prognosis for life expectancy, in which case the benefits  

 shall continue at the same rate for one additional benefit  
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period.  After the exhaustion of three benefit periods, the 
insurer’s case management staff shall work with the 
individual’s attending physician and the hospice’s Medical 
Director to determine the appropriateness of continuing 
hospice care. 

 
(5) The policy offering shall clearly indicate that services and 

charges incurred in connection with an unrelated illness will 
be processed in accordance with policy coverage provisions 
applicable to all other illnesses and/or injuries. 

 
C. Benefits for Hospice Care Services. 

 
(3) The policy offering shall include the following benefits, 

subject to the policy’s deductible, coinsurance and stoploss 
provisions, which are exclusive of and shall not be included 
in the dollar limitation for hospice care benefits as specified 
in (2) above: 

 
(a) Bereavement support services for the family of the 

deceased person during the twelve month period 
following death, and in no event shall this maximum 
benefit be less than $1150. 

 
(b) Short-term general inpatient (acute) hospice care or 

continuous home care which may be required during a 
period of crisis, for pain control or symptom 
management and shall be paid consistent with any 
other sickness or illness (i.e., not included in the per 
diem limitation specified in (2) above).  Such care 
shall require prior authorization of the interdisciplinary 
team and may, except for emergencies, weekends or 
holidays, require prior authorization by the insurer, 
provided, however, that the insurer may not require 
prior authorization when the transfer to the higher 
level of care was necessary during the insurer’s non-
business hours if the hospice seeks the authorization 
during the insurer’s first business day; 

 
(c) Medical supplies; 

 
(d) Drugs and biologicals; 

 
(e) Prosthesis and orthopedic appliances; 

 
(f) Oxygen and respiratory supplies; 
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(g) Diagnostic testing; 

 
(h) Rental or purchase of durable equipment; 

 
(i) Transportation; 

 
(j) Physicians services; 

 
(k) Therapies including physical, occupational and 

speech; and 
 

(l) Nutritional counseling by a nutritionist or dietitian. 
 

Section 6. Additional Requirements for Home Health Care Services and 
Hospice Care 

 
A. The offer to a policyholder to purchase home health care and hospice care 

coverage must be in writing, either by means of a prominent statement or 
question on the application for the policy or on a separate form. 

 
The Company’s Standard Health Benefit Plan certificates do not reflect a complete disclosure or listing of 
what is covered under home health services or hospice care.  The Schedule of Benefits reflects only the 
required coinsurance percentages and the “Covered Charge” section only reflects that the services of 
Home Health Care and Hospice Care are covered charges.  The extent of coverage, as established by 
Colorado insurance law, is not stated clearly and completely for home health services and hospice care. 
 
The individual major medical policy used by the Company for conversion coverage during the period of 
the examination reflects no information for hospice care coverage nor does the application for this policy 
reflect the mandated offer to be made for benefits for the costs of home health services and hospice care.  
The use of this procedure requires that the benefits be the same or more generous than required by 
Colorado insurance law.  If coverage were provided by this policy without the required guidelines for 
hospice care and home health service benefits, the policy schedule would not provide correct benefit 
amounts.  Additionally, the policy reflects a specific exclusion of coverage for home health care benefits. 
 
The Company’s most frequently sold plan in Colorado in 2004 and 2005 does not reflect a complete 
listing of the mandated benefits for home health services and hospice care and some of the information 
that is reflected is incorrect.  The Company did not offer the policyholder an opportunity to purchase 
coverage for benefits for the costs of home health services and hospice care, but instead chose to 
automatically incorporate coverage within the certificate.  The items related to hospice care that appear to 
be incorrect and incomplete are reflected below: 
 
 Incorrect 
 

1. The definition of a “patient” for hospice charges to be covered is when an insured’s life 
expectancy is six (6) months or less, not just less than six (6) months. 
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2. The maximum benefit period reflected of ninety-one (91) days is not correct as this represents 

just one (1) benefit period.  Should the patient continue to live beyond the prognosis for life 
expectancy, (two benefit periods), the benefits shall continue at the same rate for one 
additional benefit period and after the exhaustion of three (3) benefit periods, case 
management staff, the individual’s attending physician and the hospice’s medical director 
determine the appropriateness of continuing hospice care. 

 
3. The time period of three (3) months that is expressed for which bereavement support services 

may be paid, is not in compliance with Colorado insurance law which allows a twelve (12) 
month period following death for payment of this benefit. 

 
4. The maximum benefit payable for general inpatient (acute) care or continuous home care 

during a period of crisis for pain control or symptom management is to be paid consistent 
with any other sickness or illness and there is no limitation of days for this benefit.  The 
certificate assigns a benefit of $91.00 per day with a maximum of thirty (30) days for the 
benefit.  The schedule of benefits that was provided for both the Indemnity and the PPO 
versions of this plan appear to indicate that after the deductible, a percentage of the first 
$10,000 of covered charges will be paid and then 100% of covered charges will be paid per 
calendar year. 

 
5. There is no definition in the certificate for “immediate family”.  The Company responded to 

an inquiry as to who would be included in the definition with regard to entitlement to 
bereavement support services with: “The definition of immediate family is lawful spouse and 
unmarried child or dependent child as defined under Dependent in the “Definitions"  This 
definition appears to be more limiting than allowed by Colorado insurance law.  Individuals 
other than a spouse, unmarried child or dependent child would be entitled to bereavement 
support services. 

 
 Incomplete 
 

1. The Certificate reflects only the following two (2) services that are exclusive of and should 
not be included in the dollar limitation for hospice care benefits:  a) Bereavement support 
services and b) acute care or continuous home care during a period of crisis for pain control 
or symptom management.  The following ten (10) benefits are also exclusive of and should 
not be included in the dollar limitation for hospice care benefits:  1) Medical supplies, 2) 
Drugs and biologicals, 3) Prosthesis and orthopedic appliances, 4) Oxygen, 5) Diagnostic 
testing, 6) Rental or purchase of durable equipment, 7) Transportation, 8) Physicians 

 services, 9) Therapies including physical, occupational and speech and 10) Nutritional 
counseling by a nutritionist or dietitian. 

 
2. Nothing is reflected to indicate that “Home care services” may be provided in the place the 

patient designates as his/her primary residence, which may be a private residence, retirement 
community, assisted living, nursing or Alzheimer facility. 

 
3. Nothing is reflected to indicate that services and charges incurred in connection with an  

unrelated illness will be processed in accordance with policy coverage provisions applicable 
to all other illnesses and/or injuries. 
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4. Nothing is reflected concerning the inpatient hospice respite care that is to be provided to 

give the caregiver a period of relief. 
 
The items related to home health care that appear to be incomplete are reflected below: 
 
Incomplete 
 

1. There is nothing reflected in the plan concerning the definition of what constitutes a  
 “home health visit,” that services of up to 4 hours by a home health aide shall be  

 considered as one visit. 
 

2. Nothing is reflected in the plan indicating that home health visits may not be limited to  
 less than sixty (60) in any calendar year. 

 
3. There is nothing reflected concerning the fact that audiology and inhalation therapy are home 

health services to be provided. 
 

4. The provision that prior hospitalization is not required is not reflected. 
 

5. The coverage for rental or purchase of durable medical equipment is reflected elsewhere in 
the policy rather than in the home health care services section, which is allowed, but nothing 
is reflected limiting coverage to $500, with anything over that amount having to have prior 
approval.  The Company indicated this was a limitation for durable medical equipment in its 
2005 Small Group Benefits Survey completed for the Colorado Division of Insurance. 

 
The wording on page 11 of the Conversion Policy is: 
 

 LIMITATIONS, EXCLUSIONS AND REDUCTIONS 
 
 Exclusions 
 
 No benefit is payable for these items: 
 

24. Charges for home health care benefits 
 

The policy schedule for the Conversion Policy reflects: 
 

POLICY SCHEDULE 
MAJOR MEDICAL EXPENSE BENEFITS 

SCHEDULE OF INSURANCE 
 

INSURANCE BENEFIT    BENEFIT AMOUNTS 
 
Deductible Amount [100, $500, $1,000, as chosen by You], per 

Calendar Year 
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Benefit Percentage 
 
Covered Charges except Outpatient Mental and 80% of Covered Charges for Preferred 
Nervous Disorders Providers, then 100% of Covered Charges after 

out-of-pocket Covered Charges exceed $1000 in 
that Calendar Year. 

 
 70% of Covered Charges for Non-Preferred 

Providers, then 100% of Covered Charges after 
out-of-pocket Covered Charges exceed $5,000 
in that Calendar Year. 

 
Form Number    Form Name 
 
CO-S-IND-04    Standard Indemnity Health Benefit Plan 
CO-S-PPO-04    Standard Preferred Provider Health Benefit Plan 
F-CV-00-02-01    Individual Major Medical Conversion Policy 
CE-98CO-01    “Traditional” Health Benefit Plan For Small Employer Groups 
 
 
Recommendation No. 15:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-104, C.R.S., and Amended Regulation 4-2-8.  In the event the 
Company is unable to show such proof, it should provide evidence to the Division of Insurance that it has 
established procedures to ensure that all its certificates and policies reflect clearly and completely the 
extent of coverage for home health services and hospice care as required by Colorado insurance law. 
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Issue E12:  Failure to correctly identify or provide a complete description of external review 

procedures.   
 
Section 10-16-113.5, C.R.S., Independent external review of benefit denials – legislative declaration – 
definitions, states: 
 

(6) All health coverage plan materials dealing with the plan’s grievance 
procedures shall advise covered persons in writing of the availability of an 
independent external review process, the circumstances under which a 
covered individual requesting an independent external review may use the 
independent external review process, the procedures for requesting an 
independent external review, and the deadlines associated with an 
independent external review.  [Emphasis added.] 

 
Amended Regulation: 4-2-21, External Review of Benefit Denials of Health Coverage Plans, promulgated 
and adopted by the commissioner of Insurance under the authority of §10-1-109, 10-16-109, 10-16-
113(3)(b) and 10-16-113.5(4)(d), C.R.S., states: 
 
 Section 5. Notice and Disclosure of Right to External Review 
 

B. (1) Effective for policies issued or renewed on or after June 1, 
2000, each carrier shall include a description of the external review 
procedures in or attached to all health coverage plan materials 
dealing with the plan’s grievance procedures including but not 
limited to the policy, certificate, membership booklet, outline of 
coverage or other evidence of coverage it provides to covered 
persons.  [Emphasis added.] 

 
Amended Regulations 4-6-5, and Emergency Regulations 04-E-4 and 04-E-9, Concerning the 
Basic and Standard Health Benefit Plans, promulgated pursuant to §§10-1-109, 10-16-
105(7.2), 10-16-108.5(8), and 10-16-109, C.R.S., state: 
 

STANDARD AND BASIC HEALTH BENEFIT PLAN 
POLICY REQUIREMENTS FOR THE STATE OF COLORADO 

 
Colorado Division of Insurance 

 
     July 1, 2004 
     September 29, 2004 
     December 1, 2004 

 
3. All provisions of Title 10, Article 16 of the Colorado Revised Statutes that apply 

to small employer group plans shall apply to the basic and standard health benefit 
plans. 
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The Company’s Basic and Standard Health Benefit Plan Certificates advise of the availability of an 
independent external review, but do not include the following descriptive items as required by Colorado 
insurance law: 
 

• The circumstances under which a covered individual requesting an independent external 
review may use the process 

• The procedures for requesting an independent external review 
• The deadlines associated with an independent external review 

 
The Company’s most frequently sold plan in Colorado during the examination period only mentions the 
availability of what is called an “extended review.”  This should be identified as an “independent external 
review” and the following descriptive items are not included as required by Colorado insurance law. 
 

• The circumstances under which a covered individual requesting an 
independent external review may use the process 

• The procedures for requesting an independent external review 
• The deadlines associated with an independent external review 

 
Pages 24/25 (Basic Indemnity) and 25/26 (Basic PPO)  
Pages 27/28 (Standard Indemnity) and 28/29 (Standard PPO) reflect the following: 
 
APPEAL PROCESS 
 
There is an appeal process to resolve differences of opinion when cases cannot be certified 
due to lack of medical necessity, inappropriate location of care, and/or insufficient clinical 
information.  The appeal process is conducted by the insurance company’s physician 
advisors.  Reconsideration is available whereby the attending physician can discuss the 
noncertification with the insurance company’s physician reviewer.  The appeal process to 
follow is outlined in the “Notification of Certification” from PCRS. 
 
APPEAL PROCESS (continued) 
 
There is an expedited appeal for immediate petition for additional case review (not applicable 
to retrospective reviews), and a standard appeal if there is no resolution of the expedited 
appeal.  Per state mandate you have the right to a second level review and/or an external 
review.  All appeals are reviewed by another board certified physician reviewer in a similar 
specialty to the attending physician not involved in the original non-certification. 
 
To the extent Certification or Non-Certification affects benefits paid, you may follow the 
appeal process described in the Claim Appeal Process. 
 
CLAIM APPEAL PROCESS 
 
Despite a policy of treating each claim submission fairly based on the facts surrounding the 
loss, some claim decisions need further review.  You may have additional information which 
could change the decision or may wish a review of the decision.  There is an appeal process  
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to provide a full and fair review of the Proof of Loss.  Each claimant is notified of the right to 
appeal and the appeal process at the time an initial claim decision is made. 
 
The Explanation of Benefits sent to the insured at the time a claim decision is made reflects only the 
following wording regarding an External Review: 
 

RIGHTS of WRITTEN APPEAL 
 

EXTERNAL REVIEW 
You may have the right to pursue an independent medical review that may be available in 
your state.  For details, please review your Certificate Book and plan documents or contact 
us. 
 
Page 38 of the Certificate for the Company’s most frequently sold plan reflects: 
 

APPEAL PROCESS 
 
 … Per state mandate, you have the right to a second level and/or an extended review.  
 
Page 39 of the Certificate reflects: 
 
 CLAIM APPEAL PROCESS 
 

Despite a policy of treating each claim submission fairly based on the facts 
surrounding the loss, some claim decisions need further review.  You may have 
additional information which could change the decision or may wish a review of the 
decision.  There is an appeal process to provide a full and fair review of the Proof of 
Loss.  Each claimant is notified of the right to appeal and the appeal process at the 
time an initial claim decision is made. 

 
The Explanation of Benefits sent to the insured at the time a claim decision is made reflects only the 
following wording regarding an External Review: 
 

RIGHTS of WRITTEN APPEAL 
 

 EXTERNAL REVIEW 
You may have the right to pursue an independent medical review that may be 
available in your state.  For details, please review your Certificate Book and plan 
documents or contact us. 

 
Form Number    Form Name 
 
CO-B-IND-04    Basic Indemnity Health Benefit Plan 
CO-B-PPO-04    Basic Preferred Provider Health Benefit Plan 
CO-S-IND-04    Standard Indemnity Health Benefit Plan 
CO-S-PPO-04    Standard Preferred Provider Health Benefit Plan 
CE-98CO-01    “Traditional” Health Benefit Plan For Small Employer Groups 
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Recommendation No. 16:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-113.5, C.R.S., and Amended Regulations 4-2-21, 4-6-5 and 
Emergency Regulations 04-E-04 and 04-E-09.  In the event the Company is unable to show such proof, it 
should provide evidence to the Division of Insurance that it has established procedures to ensure that all 
its policy forms correctly identify and provide a complete description of external review procedures as 
required by Colorado insurance law. 
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Issue E13:  Failure to reflect correct or complete provisions allowing continuation of coverage. 

 
Section 10-16-108, C.R.S., Conversion and continuation privileges, states: 
 

(1)(d)(XIX)  The employer shall not be required to offer continuation of coverage of any 
person if such person is covered by medicare, Title XVIII of the federal 
“Social Security Act”, or medicaid, Title XIX of the federal “Social Security 
Act.” 

 
(3) Continuation of policies and group service contracts – reduction in hours of 

work.  Every group policy or group service contract delivered or issued for 
delivery in this state by an insurer subject to the provisions of part 2 of this 
article or by an entity subject to the provisions of part 3 or 4 of this article 
that covers full-time employees working forty or more hours per week shall 
contain a provision that the policyholder may elect to contract with the 
insurer or other entity to continue such policy or contract under the same 
conditions and for the same premium for such employees and their 
dependents even if the policyholder or employer reduces the working hours 
of such employees to less than thirty hours per week, if the following 
conditions are met:  [Emphases added.] 

 
Amended Regulation 4-6-5 and Emergency Regulations  04-E-4 and 04-E-9, Concerning the 
Basic and Standard Health Benefit Plans, promulgated pursuant to §§10-1-109, 10-16-
105(7.2), 10-16-108.5(8), and 10-16-109, C.R.S., state: 
 

STANDARD AND BASIC HEALTH BENEFIT PLAN 
POLICY REQUIREMENTS FOR THE STATE OF COLORADO 

 
Colorado Division of Insurance 

      
     July 1, 2004 
     September 29, 2004 
     December 1, 2004 

 
3. All provisions of Title 10, Article 16 of the Colorado Revised Statutes that apply 

to small employer group plans shall apply to the basic and standard health benefit 
plans. 

 
The Company’s Basic and Standard Health Benefit Plans have a provision allowing continuation of 
coverage in the event of reduced work hours due to economic conditions.  This provision does not appear 
to be in compliance with Colorado insurance law in the following ways: 
 
 Incorrect 
 

• The provision reflects that coverage will not continue beyond the earliest of 
the date on which an insured becomes entitled to medicare.  An employer is  
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not required to offer continuation coverage if an insured is covered by 
medicare, rather than just entitled to medicare. 

 
 Incomplete 
 

• There is nothing reflected as to the qualifying number of working hours, less 
than thirty (30) per week, under which this continuation of coverage situation 
comes into play. 

 
The Company’s most frequently sold plan in Colorado during the period under examination has a 
limitation on conversion and continuation privileges that does not appear to be in compliance with 
Colorado insurance law.  An insurer is not required to issue a converted policy or offer continuation of 
coverage if a person is covered by medicare, rather than just being eligible for or entitled to Medicare. 
 
The following is reflected on certificate pages 34 (Basic Indemnity) and 35 (Basic PPO) and pages 37 
(Standard Indemnity) and 38 (Standard PPO): 
 

CONTINUATION DUE TO REDUCED WORK HOURS 
 

Under state laws your employer has the option to provide continued group health insurance to permanent 
(permanent used in Basic Indemnity Plan only) full-time employees if they would otherwise lose 
coverage due to a reduction in hours worked by the employee.  [Emphases added.]  If your employer has 
elected this option, you may be eligible to choose continuation for you and your covered dependents if 
you meet the requirements set forth below. 
 
 Coverage will not continue beyond the earliest of the following dates: 
 
 5) the date on which you become entitled to Medicare. 
 
The following is reflected on page 43 of the most frequently sold plan: 
 
IF AN EMPLOYEE’S GROUP HEALTH BENEFITS END 
 
If your group health benefits end due to your termination of employment or reduction of 
work hours, you may elect to continue such benefits for up to 18 months, if: 
 
 b.  you are not entitled to Medicare. 
 
The following is reflected on page 47 of the most frequently sold plan: 
 
WHEN YOU CANNOT CONVERT 
 
You cannot convert if: 
 

• You are eligible for Medicare. 
 
The following is reflected on page 48 of the most frequently sold plan: 
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WHEN YOUR DEPENDENT CANNOT CONVERT 
 
The conversion privilege is not available to the following: 
 

• A dependent who is eligible for Medicare; 
 
Form Number    Form Name 
 
CO-B-IND-04    Basic Indemnity Health Benefit Plan 
CO-B-PPO-04    Basic Preferred Provider Health Benefit Plan 
CO-S-IND-04    Standard Indemnity Health Benefit Plan 
CO-S-PP004    Standard Preferred Provider Health Benefit Plan 
CE-98CO-01    “Traditional” Health Benefit Plan For Small Employer Groups 
 
 
Recommendation No. 17:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-108, C.R.S., Amended Regulation 4-6-5 and Emergency 
Regulations 04-E-4 and 04-E-9.  In the event the Company is unable to show such proof, it should 
provide evidence to the Division of Insurance that it has established procedures to ensure that all its 
certificates reflect correct and complete provisions allowing continuation of coverage as required by 
Colorado insurance law. 
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Issue E14:  Failure to disclose the mandated hospitalization and general anesthesia benefit for 

dental procedures for dependent children. 
 
Section 10-16-104, C.R.S., Mandatory coverage provisions, states: 
 

(12) Hospitalization and general anesthesia for dental procedures for dependent 
children. 

 
(a) All individual and all group sickness and accident insurance policies that are 

delivered or issued for delivery within the state by an entity subject to the 
provisions of part 2 of this article and all individual and group health care 
service or indemnity contracts issued by an entity subject to the provisions of 
part 3 or 4 of this article except supplemental policies that cover a specific 
disease or other limited benefit shall provide coverages for general 
anesthesia, when rendered in a hospital, outpatient surgical facility, or other 
facility licensed pursuant to section 25-3-101, C.R.S., and for associated 
hospital or facility charges for dental care provided to a dependent child, as 
dependent is defined in section 10-16-102 (14), of a covered person.  Such 
dependent child shall, in the treating dentist’s opinion, satisfy one or more of 
the following criteria: 

 
(I) The child has a physical, mental, or medically compromising 

condition; or 
 

(II) The child has dental needs for which local anesthesia is ineffective 
because of acute infection, anatomic variations, or allergy; or 

 
(III) The child is an extremely uncooperative , unmanageable, anxious, or 

uncommunicative child or adolescent with dental needs deemed 
sufficiently important that dental care cannot be deferred; or 

 
(IV) The child has sustained extensive orofacial and dental trauma. 

 
Amended Regulation 4-6-5 and Emergency Regulations 04-E-04 and 04-E-09, Concerning 
The Basic and Standard Health Benefit Plans, promulgated pursuant to §§ 10-1-109, 10-16-
105 (7.2), 10-16-108.5(8), and 10-16-109, C.R.S., state: 
 

STANDARD AND BASIC HEALTH BENEFIT PLAN 
POLICY REQUIREMENTS FOR THE STATE OF COLORADO 

 
Colorado Division of Insurance 

 
July 1, 2004 

September 29, 2004 
December 1, 2004 
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III. All provisions of Title 10, Article 16 of the Colorado Revised Statutes that 

apply to small employer group plans shall apply to the basic and standard 
health benefit plans. 

 
The Company’s Certificates for the Standard Indemnity and PPO Health Benefit Plans and the most 
frequently sold plan in Colorado do not reflect the mandatory coverage to be provided for hospitalization 
and general anesthesia for dental procedures for dependent children who satisfy certain criteria.  
Additionally there are specific exceptions in the plans that appear to exclude this coverage.  
 
The wording on pages 9 and 22 (Standard Indemnity) and pages 9 and 23 (Standard PPO) is: 
 

SCHEDULE OF BENEFITS 
 

PART B: SUMMARY OF BENEFITS (Continued) 
 

28. Dental Care For all plans, not covered except for dental 
care as needed as a result of an accident. 

 
EXCLUSIONS AND LIMITATIONS 
 
 No benefit is payable for any of the following charges. … 
 

(11) Charges made for dental care and orthodontia.  This limitation does not apply 
to dental work that is needed to repair damage to sound natural teeth if the 
damage is caused by an accident that occurs while you or your dependent are 
insured under the Group Policy. 

 
The wording on page 15 of the Certificate for the most frequently sold plan is: 
 
 GENERAL LIMITATIONS (continued) 
 

12) Charges made for dental care and orthodontia except as may 
be provided under any Group Dental Insurance Benefits 
under the Group Policy.  This limitation also does not apply 
to major oral surgery, including removal of granulomas, 
tumors or bony impactions, nor to dental work that is needed 
to repair damage to sound, natural teeth if the damage is 
caused by an accident that occurs while you or your 
dependent are insured under the Group Policy and is not 
caused directly or indirectly by biting or chewing.  It also 
does not apply to hospital confinement for the extraction of 
teeth when at least five teeth are extracted during the same 
period of confinement.  In addition, this limitation does not 
apply to major reconstructive oral surgery. 
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Form Number    Form Name 
 
CO-S-IND-04    Standard Indemnity Health Benefit Plan 
CO-S-PP004    Standard Preferred Provider Health Benefit Plan 
CE-98CO-01    “Traditional” Health Benefit Plan For Small Employer Groups 
 
 
Recommendation No. 18:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-104, C.R.S., Amended Regulation 4-6-5 and Emergency 
Regulations 04-E-4 and 04-E-9.  In the event the Company is unable to show such proof, it should 
provide evidence to the Division of Insurance that it has established procedures to ensure that its 
certificates and policies reflect the coverage to be provided for dental procedures for dependent children 
as required by Colorado insurance law. 
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Issue E15:  Failure to reflect a complete description of the therapies for congenital defects and 

birth abnormalities. 
 
Section 10-16-104, C.R.S., Mandatory coverage provisions, states: 
 

(1.7) Therapies for congenital defects and birth abnormalities 
 

(a) After the first thirty-one days of life, policy limitations and 
exclusions that are generally applicable under the policy may 
apply; except that all individual and group health benefit 
plans shall provide medically necessary physical, 
occupational, and speech therapy for the care and treatment 
of congenital defects and birth abnormalities for covered 
children up to five years of age. 

 
(b) The level of benefits required in paragraph (a) of this 

subsection (1.7) shall be the greater of the number of such 
visits provided under the policy or plan or twenty therapy 
visits per year each for physical therapy, occupational 
therapy, and speech therapy.  Said therapy visits shall be 
distributed as medically appropriate throughout the yearly 
term of the policy or yearly term of the enrollee coverage 
contract, without regard to whether the condition is acute or 
chronic and without regard to whether the purpose of the 
therapy is to maintain or to improve functional capacity. 

 
The Schedules of Insurance for the Company’s most frequently sold plan do not reflect any information 
concerning therapy coverage except “manipulative therapy”.  The Certificate for this plan does not reflect 
complete information concerning this mandated coverage for physical, occupational and speech therapy 
for congenital defects and birth abnormalities in the following ways: 
 

1. The fact that coverage for these three (3) therapies is to be covered up to five years of age 
is not mentioned but for one, (speech) of the therapies.   

 
2. Nothing is reflected to indicate that these three (3) therapies are to be covered without 

regard as to whether the condition is acute or chronic and without regard as to whether 
the purpose of the therapy is to maintain or to improve functional capacity. 

 
3. Nothing is reflected to indicate that these three (3) therapies are each covered for twenty 

(20) visits per year, or if greater, the number of such visits provided under the plan. 
 
The wording on page 11 of the certificate is: 
 
 EXCEPTION FOR NEWBORN CHILDREN 
 

• Necessary care and treatment of a medically diagnosed congenital defect; 
• Birth abnormalities; 
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• Premature birth; and 
• Physical therapy, occupational therapy and speech therapy. 

 
If payment of an additional premium is required to provide coverage for such 
child, you must notify us of the child’s birth, placement for adoption and pay any 
required premium, within 31 days after the date of birth, or placement in order to 
continue coverage beyond such 31 day period. 

 
The wording on page 16 of the certificate is: 
 
 GENERAL LIMITATIONS (continued) 
 

21) Charges for speech or hearing therapy services that are educational in any 
part, or due to articulation disorders, tongue thrust, stuttering, lisping, 
abnormal speech development, changing an accent, dyslexia, hearing loss 
which is not medically documented or similar disorders.  This limitation does 
not apply to therapy when needed due to sickness or injury, nor does it apply 
to speech therapy for children up to 5 years of age if due to a congenital 
defect or birth abnormality. 

 
The wording on page 19 of the certificate is: 
 
 COVERED CHARGES (continued) 
 

6. Charges for necessary medical services and supplies for: 
 

f) a registered physical or occupational therapist; 
 
 
Form Number    Form Name 
 
CE-98CO-01    Traditional” Health Benefit Plan For Small Employer Groups 
 
 
Recommendation No. 19:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-104, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that its certificates and policies reflect complete information concerning the coverage for therapies for 
congenital defects and birth abnormalities as required by Colorado insurance law. 
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Issue E16:  Failure to reflect the coverage to be provided for inherited enzymatic disorders. 

 
Section 10-16-104, C.R.S., Mandatory coverage provisions, states: 
 
 (1)(a) All group and individual sickness and accident insurance policies and all 

service or indemnity contracts issued by any entity subject to part 3 or 4 of 
this article shall provide coverage for a dependent newborn child of the 
insured or subscriber from the moment of birth. 

 
 (c)(III)(A) Coverage for inherited enzymatic disorders caused by single gene defects 

involved in the metabolism of amino, organic, and fatty acids shall include, 
but not be limited to, the following diagnosed conditions: Phenylketonuria; 
maternal phenylketonuria; maple syrup urine disease; tyrosinemia; 
homocystinuria; histidinemia; urea cycle disorders, hyperlysinemia; glutaric 
acidemias; methylmalonic acidemia; and propionic acidemia.  Covered care 
and treatment of such conditions shall include, to the extent medically 
necessary, medical foods for home use for which a physician who is a 
participating provider has issued a written, oral, or electronic prescription.   

 
(B) There is no age limit on benefits for inherited enzymatic disorders specified 

in sub-subparagraph (A) of this paragraph (III) except for phenylketonuria.  
The maximum age to receive benefits for phenylketonuria is twenty-one 
years of age; except that the maximum age to receive benefits for 
phenylketonuria for women who are of child-bearing age is thirty-five years 
of age. 

 
(C) As used in this subparagraph (III), “medical foods,” means prescription 

metabolic formulas and their modular counterparts, obtained through a 
pharmacy, that are specifically designated and manufactured for the 
treatment of inherited enzymatic disorders caused by single gene defects 
involved in the metabolism of amino, organic, and fatty acids and for which 
medically standard methods of diagnosis, treatment, and monitoring exist.  
Such formulas are specifically processed or formulated to be deficient in one 
or more nutrients and are to be consumed or administered enterally either via 
tube or oral route under the direction of a physician who is a participating 
provider.  This sub-subparagraph (C) shall not be construed to apply to cystic 
fibrosis patients or lactose- or soy-intolerant patients. 

 
(D) Coverage of medical foods, as provided under this subparagraph (III), shall 

only apply to insurance plans that include an approved pharmacy benefit and 
shall not apply to alternative medicines.  Such coverage shall only be 
available through participating pharmacy providers.  Nothing in this 
subparagraph (III) shall be construed as preventing a carrier from imposing 
deductibles, coinsurance, or other cost-sharing methods. 
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Amended Regulation 4-6-5 and Emergency Regulations 04-E-04 and 04-E-09, Concerning 
The Basic and Standard Health Benefit Plans, promulgated pursuant to §§ 10-1-109, 10-16-
105 (7.2), 10-16-108.5(8), and 10-16-109, C.R.S., state: 
 

STANDARD AND BASIC HEALTH BENEFIT PLAN 
POLICY REQUIREMENTS FOR THE STATE OF COLORADO 

 
Colorado Division of Insurance 

 
July 1, 2004 

September 29, 2004 
December 1, 2004 

 
3. All provisions of Title 10, Article 16 of the Colorado revised Statutes that apply to small 

employer group plans shall apply to the basic and standard health benefit plans. 
 
The Company’s Basic and Standard Health Benefit Plans and the most frequently sold plan in Colorado 
do not appear to reflect the mandatory coverage to be provided for inherited enzymatic disorders.   
 
Form Number    Form Name 
 
CO-B-IND-04    Basic Indemnity Health Benefit Plan 
CO-B-PPO-04    Basic Preferred Provider Health Benefit Plan 
CO-S-IND-04    Standard Indemnity Health Benefit Plan 
CO-S-PPO-04    Standard Preferred Provider Health Benefit Plan 
CE-98CO-01    Traditional” Health Benefit Plan For Small Employer Groups 
 
 
Recommendation No. 20:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-104, C.R.S. and Amended Regulation 4-6-5 and Emergency 
Regulations 04-E-04 and 04-E-09.  In the event the Company is unable to show such proof, it should 
provide evidence to the Division of Insurance that it has established procedures to ensure that its 
certificates and policies reflect the coverage for inherited enzymatic disorders as required by Colorado 
insurance law. 
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Issue E17:  Failure to reflect a complete description of the coverage to be offered for alcoholism 

treatment. 
 
Section 10-16-104, C.R.S., Mandatory coverage provisions, states: 
 

(9) Availability of coverage for alcoholism 
 
(a) Any other provision of law to the contrary notwithstanding, no 

hospitalization or medical benefits contract on a group basis issued by an 
insurer subject to the provisions of part 2 of this article or an entity subject to 
the provisions of part 3 of this article shall be sold in this state unless the 
policyholder under such contract or persons holding the master contract 
under such contract are offered the opportunity to purchase coverage for 
benefits for the treatment of and for conditions arising from alcoholism, 
which benefits are at least equal to the following minimum requirements. 

 
(I) In the case of benefits based upon confinement as an inpatient in an 

accredited or licensed hospital or in any other public or private facility or 
portion thereof providing services especially for the treatment of alcoholics, 
which is licensed by the department of human services for those services, 
such benefits shall be not less than forty-five days in any calendar year. 
[Emphases added.] 

 
(II) Each day of confinement as an inpatient shall reduce by one day the total 

days available for all other illnesses during any one twelve-month-benefit 
period. [Emphasis added.] 

 
(III) Each day of confinement as an inpatient shall reduce by one day the 

available days provided under subsection (5) of this section. [Emphasis 
added.] 

 
(b) Outpatient benefits shall cover, to the extent of five hundred dollars over a 

twelve-month period,  …  [Emphasis added.] 
 

(d)(III) In any event, benefits will not be payable unless the patient having the 
coverage provided under this subsection (9) has completed the full 
continuum of care, including detoxification and rehabilitation. [Emphasis 
added.] 

 
In the following instances, the certificate for the Company’s most frequently sold plan in Colorado does 
not appear to reflect a complete description of the coverage to be provided for the treatment of 
alcoholism:  
 

• There is nothing reflected in the certificate to indicate that the number of inpatient days that are to 
be covered shall not be less than forty-five (45) days in a calendar year. 

 
• Nothing is reflected to indicate that each day of inpatient care will reduce by one day the total  
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number of inpatient days that would be available for the treatment of mental and nervous 
conditions or for the treatment of any other illness. 

 
• The Certificate does not include the provision that benefits may not be covered unless the patient 

has completed the full continuum of care, which includes both detoxification and rehabilitation. 
 
• Nothing appears to be reflected in the Certificate with regard to the outpatient benefit of $500.00 

to be provided over a twelve-month period. 
 
The wording on page twenty (20) of the certificate is: 
 
 COVERED CHARGES (Continued) 
 

11. Charges for the care and treatment of alcoholism in a residential or non-residential 
treatment program. 

 
Form Number    Form Name 
 
CE-98CO-01    "Traditional" Health Benefit Plan For Small Employer Groups 
 
 
Recommendation No. 21:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-104, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that its certificates reflect completely the coverage for the treatment of alcoholism, and conditions arising 
from alcoholism, as required by Colorado insurance law. 
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Issue E18:  Failure to reflect complete or correct benefits for child health supervision services. 

 
Section 10-16-104, C.R.S., Mandatory coverage provisions, states: 
 

(11) Child health supervision services 
 

(a) For purposes of this subsection (11), unless the context otherwise 
requires, “child health supervision services” means those preventive 
services and immunizations required to be provided in basic and 
standard health benefit plans pursuant to section 10-16-105 (7.2), to 
dependent children up to age thirteen.  Such services shall be 
provided by a physician or pursuant to a physician’s supervision or 
by a primary health care provider who is a physician’s assistant or 
registered nurse who has additional training in child health 
assessment and who is working in collaboration with a physician. 

 
(b) An individual, small group, or large group health benefit plan issued 

in Colorado or covering a Colorado resident that provides coverage 
for a family member of the insured or subscriber, shall, as to such 
family member’s coverage, also provide that the health insurance 
benefits applicable to children include coverage for child health 
supervision services up to the age of thirteen.  Each such plan shall, 
at a minimum, provide benefits for preventive child health 
supervision services.  A plan described in this paragraph (b) may 
provide that child health supervision services rendered during a 
periodic review shall only be covered to the extent such services are 
provided during the course of one visit by or under the supervision of 
a single physician, physician’s assistant, or registered nurse. 

 
(c) Benefits for child health supervision services shall be exempt from a 

deductible or dollar limit provision in any individual, small group, or 
large group health benefit plan issued in Colorado or covering a 
Colorado resident and such exemption shall be explicitly stated in 
such a plan.  … [Emphases added.] 

 
Amended Regulation 4-6-5 and Emergency Regulations 04-E-04 and 04-E-09, Concerning 
The Basic and Standard Health Benefit Plans, promulgated pursuant to §§ 10-1-109, 10-16-
105 (7.2), 10-16-108.5(8), and 10-16-109, C.R.S., state: 
 

STANDARD AND BASIC HEALTH BENEFIT PLAN 
POLICY REQUIREMENTS FOR THE STATE OF COLORADO 

 
Colorado Division of Insurance 

 
July 1, 2004 

September 29, 2004 
December 1, 2004 
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ATTACHMENT 1 

 
 

COVERED PREVENTIVE SERVICES P

1 

 
All Persons 1 smoking cessation education program benefit under physician 

supervision or as authorized by plan per lifetime, not to exceed $150 
payment by insurer. 
 
Chicken pox vaccination for all persons who have not had chicken pox. 

All Children 
 

Immunizations.  (Covered immunizations are listed at the end of this 
document.) 
 
Immunization deficient children are not bound by “recommended ages” 
on immunization chart. 

Age 0 -12 months 1 newborn home visit during first week of life if newborn released from 
hospital less than 48 hours after delivery. 

 5 well-child visits P

2 

1 PKU 
Age 13 -35 months 2 well-child visits 
Age 3 – 6 3 well-child visits 
Age 7 – 12 3 well-child visits 

 
Footnote 2 “Well-child visit” means a visit to a primary care provider that includes the following 

elements: age appropriate physical exam (but not a complete physical exam unless this is 
age appropriate), history, anticipatory guidance and education (e.g., examine family 
functioning and dynamics, injury prevention counseling, discuss dietary issues, review 
age appropriate behaviors, etc.), and growth and development assessment.  For older 
children, this also includes safety and health education counseling. 

 
The individual policy provided by the Company as being used for conversion coverage during the period 
under examination does not appear to be in compliance with Colorado insurance law.  There is no 
mention of the child health supervision services that are mandated to be provided and additionally there is 
a specific exclusion for routine physicals, preventive or routine care and immunizations which would be 
covered in this mandated benefit for children up to age thirteen (13). 
 
The only specific mention of “child health supervision services” in the certificate for the most frequently 
sold plan in Colorado is on page 14 and reads: 
 
 GENERAL LIMITATIONS 
 
  No benefit is payable for any of the following charges.  The expenses incurred for 

such charges may not be used to satisfy any deductible under the Group Policy; 
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9) Charges made for general health examinations, prophylactic or immunization 

procedures, except as provided under the Group Major Medical Insurance.  
This limitation does not apply to child health supervision services up to the 
age of thirteen.  [Emphasis added.] 

 
The wording on page 3 of the Schedule of Benefits for the most frequently sold Indemnity Plan is: 
 
 Preventative Care:  ***    After deductible 100% of covered 
 Physical Examinations (routine physical, charges to the maximum on benefit 
 GYN Exams, vision and hearing exams,  label. [$400] 
 Immunizations and inoculations.) 
 
 *** Benefits may vary by state.  Please see your certificate book for any state mandates. 
 
The wording on pages 3 and 4 of the Schedule of Benefits for the most frequently sold PPO Plan is: 
 
     PPO (In-Network)  Non-PPO (Out-of-Network) 
  
 Preventive Care.  ***  After the per visit Co-   
 Physical Examinations  pay 100% of covered  After deductible 100% 
 (routine physicals, GYN charges.  Outside  of covered charges to 
 Exams, vision and  Doctor’s office after  the maximum on benefit 
 Hearing exams,   deductible 100% of  label.  [$400] 
 Immunizations and   covered charges to the 
 Inoculations.)   maximum on benefit 
     label.  [$400] 
 
 *** Benefits may vary by state.  Please see your certificate book for any state mandates. 
 
Page 11 of the individual conversion policy reflects the following: 
 
 Exclusions 
 
 No benefit is payable for these items: 
 
  17.  Routine physicals or premarital exams, check-ups, immunizations, preventive or routine  
   care, except as otherwise provided in this policy. 
 
Form Number    Form Name 
 
F-CV-00-02-01    Individual Major Medical Conversion Policy 
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Recommendation No. 22:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-104, C.R.S., Amended Regulation 4-6-5 and Emergency 
Regulations 04-E-4 and 04-E-9.  In the event the Company is unable to show such proof, it should 
provide evidence to the Division of Insurance that it has established procedures to ensure that its 
certificates and policies reflect completely and correctly the coverage for child health supervision services 
as required by Colorado insurance law. 
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Issue E19:  Failure to correctly define the requirements to qualify as a disabled dependent.  (This 

was a prior issue included in E12 in the findings of the 2000 final examination report.) 
 
Section 10-16-102, C.R.S., Definitions, states: 
 

(14) “Dependent” means a spouse, an unmarried child under nineteen years of 
age, an unmarried child who is a full-time student under twenty-four years of 
age and who is financially dependent upon the parent, and an unmarried 
child of any age who is medically certified as disabled and dependent upon 
the parent.  [Emphasis added.] 

 
The Company’s most frequently sold plan in Colorado during the examination period and its Basic and 
Standard Health Benefit Plans used during this same period do not appear to be in compliance with 
Colorado insurance law that provides that a disabled child of any age is eligible for coverage regardless of 
the date of disability and does not require a disabled child to have been covered under any contract prior 
to reaching the limiting age. 
 
The wording reflected on the following pages is: 
 
Page 41 of the Most Frequently Sold Plan, page 35 of the Basic Indemnity Plan, page 36 of the Basic 
PPO Plan, page 38 of the Standard Indemnity Plan and page 39 of the Standard PPO Plan 
  
 CONTINUING INSURANCE FOR AN INCAPACITATED CHILD 
 

 An unmarried child’s insurance normally stops when the age is reached at which he or she is no 
longer a dependent as defined by the Group Policy.  However, we will continue that child’s 
insurance if, before the date the child is no longer eligible, he or she is: 

 
• medically certified as disabled; and 
• dependent on you for support. 

 
Form Number    Form Name 
 
CE-98CO-01    Traditional” Health Benefit Plan For Small Employer Groups 
CO-B-IND-04    Basic Indemnity 
CO-B-PPO-04    Basic PPO 
CO-S-IND-04    Standard Indemnity 
CO-S-PPO-04    Standard PPO 
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Recommendation No. 23:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-102, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that its certificates reflect the correct requirements to qualify as a disabled dependent as required by 
Colorado insurance law. 
 
In the Market Conduct examination for calendar year 2000, the Company was previously cited for failure 
to correctly define the requirements to qualify as a disabled dependent.  The violation resulted in 
Recommendation # 25, that the Company revise its forms to reflect that the only dependent eligibility 
requirements for a disabled child are that the child be unmarried, medically certified as disabled and 
dependent upon the parent.  Failure to comply with the previous recommendation and order of the 
commissioner may constitute a violation of Section 10-1-205, C.R.S. 
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Issue E20:  Failure to reflect a definition of “complications of pregnancy” or that coverage is to be 

provided in the same manner as any other similar sickness or disease is covered under 
the plan. 

 
10-16-104, C.R.S., Mandatory coverage provisions, states: 
 

(2) Complications of pregnancy and childbirth 
 

(a) Any sickness and accident insurance policy providing indemnity for  
disability due to sickness issued by an entity subject to the provisions 
of part 2 of this article and any individual or group service or 
indemnity contract issued by an entity subject to part 3 of this article 
shall provide coverage for a sickness or disease which is a 
complication of pregnancy or childbirth in the same manner as any 
other similar sickness or disease is otherwise covered under the 
policy or contract.  Any sickness and accident insurance policy 
providing indemnity for disability due to accident shall provide 
coverage for an accident which occurs during the course of 
pregnancy or childbirth in the same manner as any other similar 
accident is covered under the policy. 

 
(b) Any sickness and accident insurance policy providing coverage for 

sickness on an expense-incurred basis shall provide coverage for a 
sickness or disease which is a complication of pregnancy or 
childbirth in the same manner as any other similar sickness or 
disease is otherwise covered under the policy. 

 
Amended Regulation 4-2-6, Concerning The Definition Of The Term “Complications Of Pregnancy” For 
Use In Accident And Health Insurance Policies, states: 
 
 Section 2. Purpose 
 
  The purpose of this regulation is to standardize the definition of the term 

“complications of pregnancy” as employed in sickness and accident insurance 
policies covering residents of this state consistent with the commonly perceived 
connotation of this term by the general public. 

 
 Section 4. Definitions 
 
 For the purposes of this regulation “Complications of pregnancy” shall mean: 
 

(1) Conditions (when the pregnancy is not terminated) whose diagnoses 
are distinct from pregnancy but are adversely affected by pregnancy 
or are caused by pregnancy, such as acute nephritis, nephrosis, 
cardiac decompensation, missed abortion, and similar medical and 
surgical conditions of comparable severity, but shall not include false 
labor, occasional spotting, physician-prescribed rest during the  



 
Market Conduct Examination  New England Life Insurance Company 
Underwriting – Policy Forms 

  
86 

 
period of pregnancy, morning sickness, hyperemesis gravidarum, 
preeclampsia, and similar conditions associated with the 
management of a difficult pregnancy not constituting a nosologically 
distinct complication of pregnancy; 

 
(2) Non-elective cesarean section, ectopic pregnancy, which is 

terminated, and spontaneous termination of pregnancy, which 
occurs during a period of gestation in which a viable birth is not 
possible. 

 
 Section 5. Rules 
 
  All insurers marketing sickness and accident insurance policies, as defined in this 

regulation, delivered or issued for delivery in the State of Colorado shall employ in 
each insurance policy or certificate of insurance a definition of the complications of 
pregnancy no more restrictive than that required by this regulation.  [Emphasis 
added.] 

 
Neither the Company’s most frequently sold plan in Colorado nor its Basic and Standard 
Health Benefit Plans marketed during the period under examination contain a definition of 
the term “Complications of Pregnancy” as is required by Colorado insurance law.  
Additionally there is nothing reflecting that this is a mandatory coverage to be provided in the 
same manner as any other similar sickness or disease is otherwise covered under the plans. 
 
Form Number    Form Name 
 
CE-98CO-01    “Traditional” Health Benefit Plan For Small Employer Groups 
CO-B-IND-04    Basic Indemnity 
CO-B-PPO-04    Basic PPO 
CO-S-IND-04    Standard Indemnity 
CO-S-PPO-04    Standard PPO 
 
 
Recommendation No. 24:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-104, C.R.S. and Amended Regulation 4-2-6.  In the event the 
Company is unable to show such proof, it should provide evidence to the Division of Insurance that it has 
established procedures to ensure that its certificates reflect a definition of, and extent of coverage to be 
provided for “complications of pregnancy” as required by Colorado insurance law. 
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Issue E21:  Failure to offer the Basic and Standard Health Benefit Plans as conversion coverage. 

 
Section 10-16-108, C.R.S., Conversion and continuation privileges, states: 
 

(4) Special provisions for small group health benefit plans 
 

(a) Effective January 1, 1995, each small employer carrier shall, upon 
termination of a group policy by the carrier or employer for reasons 
other than replacement with another group policy or fraud and abuse 
in procuring and utilizing coverage, offer to any individual the 
choice of a basic or standard health benefit plan, except as provided 
in paragraph (b) of this subsection (4).  Reasons for termination 
include, but are not limited to, the group no longer meeting 
participation requirements, cancellation due to nonpayment of 
premiums, or the policy-holder exercising the right to cancel.  
[Emphasis added.] 

 
(b) If the group’s original plan had benefits which were significantly less 

generous in most respects than the standard plan as determined by 
the commissioner, the carrier is only required to offer the basic 
health benefit plan to such group or individual.  … 

 
In response to a request for the conversion policies used by the Company for individuals previously 
covered under a small group health benefit plan that had been terminated for reasons other than 
replacement with another group policy or fraud and abuse in procuring and utilizing coverage, the 
Company provided an individual Major Medical Conversion Policy.  The special provisions contained in 
Colorado insurance law for small group health benefit plans requires that individuals be offered the 
choice of a Basic or Standard Health Benefit Plan for conversion. 
 
Form Number    Form Name 
 
F-CV-00-02-01    Individual Major Medical Conversion Policy 
 
 
Recommendation No. 25:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-108, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that in applicable instances of termination of group coverage it offers the choice of a Basic or Standard 
Health Benefit Plan as required by Colorado insurance law. 
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Issue E22:  Failure to reflect complete guidelines pertaining to or correct benefit amounts to be 

provided for mammography screening. 
 
Section 10-16-104, C.R.S., Mandatory coverage provisions, states: 
 

(4) Low-dose mammography 
 

(a) For the purposes of this subsection (4), “low-dose mammography” 
means the X-ray examination of the breast using equipment dedicated 
specifically for mammography, including but not limited to the X-ray 
tube, filter, compression device, screens, and film and cassettes, with an 
average radiation exposure delivery of less than one rad mid-breast, with 
two views for each breast.  All individual and all group sickness and 
accident insurance policies, except supplemental policies covering a 
specified disease or other limited benefit, which are delivered or issued 
for delivery within the state by an entity subject to the provisions of part 
2 of this article and all individual and group health care service or 
indemnity contracts issued by an entity subject to the provisions of part 3 
or 4 of this article, as well as any other group health care coverage 
provided to residents of this state, shall provide coverage for routine and 
certain diagnostic screening by low-dose mammography for the presence 
of breast cancer in adult women.  Routine and diagnostic screenings 
provided pursuant to subparagraph (II) or (III) of this paragraph (a) shall 
be provided on a contract year or calendar year basis by entities subject 
to part 2 or 3 of this article and shall not be subject to policy deductibles.  
Such coverages shall be the lesser of sixty dollars per mammography 
screening, or the actual charge for such screening.  The minimum benefit 
required under this subsection (4) shall be adjusted to reflect increases 
and decreases in the consumer price index.  Benefits for routine 
mammography screenings shall be determined on a calendar year or a 
contract year basis which shall be specified in the policy or contract.  …  
[Emphases added.]  This mandated mammography coverage shall be 
provided according to the following guidelines: 

 
(I) Provision of a single baseline mammogram for women 

thirty-five years of age and under forty years of age; 
 
(II) Screening not less than once every two calendar years or 

contract years for women forty years of age and under fifty 
years of age, as specified in the insured’s policy or 
contract, but at least once each such calendar year or 
contract year for a woman with risk factors to breast 
cancer as determined by her physician for an entity subject 
to part 2 or 3 of this article, or as determined by a 
participating physician for an entity subject to part 4 of 
this article; 
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(III) Annual screening, on a calendar year or contract year 

basis, for women who are fifty to sixty-five years of age. 
 
The individual policy being used by the Company for conversion coverage during the period under 
examination does not reflect that coverage for mammograms is not subject to policy deductibles or that 
Colorado insurance law mandates a minimum benefit that is adjusted to reflect increases and decreases in 
the consumer price index.  The policy as it stands, if covering mammography, would leave the benefit 
amount subject to a deductible and a coinsurance percentage as expressed in the Schedule of Insurance.  It 
is permissible to apply coinsurance to this benefit, but the allowable benefit amount determined as a 
result, may not be less than the adjusted minimum benefit amounts which are reflected below for the 
period of this examination: 
 
 09/01/03 to 08/31/04 $78.21 
 09/01/04 to 08/31/05 $81.73 
 
Page 8 of the policy reflects: 
 
MAJOR MEDICAL EXPENSE BENEFITS 
 
Subject to Deductible Amount and Benefit Percentage 
 
The benefit payable will be equal to a percentage of Covered Charges in excess of the Deductible 
Amount.  The Benefit Percentage and Deductible Amount are shown on the Policy Schedule. 
 
Page 9 of the policy reflects: 
 
 Covered Charges 
 

8. Charges for mammograms: 
 

a. one baseline mammogram at any age, if recommended by a Physician; and 
b. one mammogram every year, or more frequently if recommended by a Physician, 

if you are at least age 40 or older. 
 
The Schedule of Insurance reflects: 
 

POLICY SCHEDULE 
MAJOR MEDICAL EXPENSE BENEFITS 

SCHEDULE OF INSURANCE 
 

INSURANCE BENEFIT    BENEFIT AMOUNTS 
 
Deductible Amount [100, $500, $1,000, as chosen by You], per 

Calendar Year 
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Benefit Percentage 
 
Covered Charges except Outpatient Mental and 80% of Covered Charges for Preferred 
Nervous Disorders Providers, then 100% of Covered Charges after 

out-of-pocket Covered Charges exceed $1000 in 
that Calendar Year. 

 
 70% of Covered Charges for Non-Preferred 

Providers, then 100% of Covered Charges after  
out-of-pocket Covered Charges exceed $5,000 
in that Calendar Year. 

 
Form Number    Form Name 
 
F-CV-00-02-01    Individual Major Medical Conversion Policy 
 
 
Recommendation No. 26:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-104, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that its policies reflect complete guidelines and correct benefit amounts to be provided for mammography 
screening as required by Colorado insurance law. 
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Issue E23:  Failure to disclose required information on applications when offering composite 

rates.   
 
Amended Regulation 4-6-7, Concerning Premium Rate Setting For Small Group Health 
Plans, promulgated under the authority of Sections 10-1-109(1), 10-16-102(10)(b)(II), 10-16-
104.9, 10-16-105(6.5), 10-16-105(7.2), 10-16-105(8)(f), and 10-16-109, Colorado Revised 
Statutes. 
 
 Section 2. Purpose 
 

The purpose of this regulation is to establish and implement rules for setting 
premiums for small group health benefit plans. This regulation concerns: 
applicability and scope of Colorado’s small group health rating laws; carriers’ 
obligations to provide coverage; premium rate setting; use of composite rates; rate 
filings; and actuarial certifications. 

 
 Section 6. Use of Composite Rates 
 

A. Small employer carriers may offer the small employer rates calculated by use 
of the following methods subject to the following restrictions: 

 
(2) A choice between four-tier, age-banded rates, calculated pursuant to 

Section 5 of this regulation, and composite rates.  It shall be 
construed that the small employer carrier has offered the small 
employer a choice between the two methods if, at initial application 
and at each renewal:  [Emphasis added.] 

 
(a) Both methods are offered to the small employer, with the 

differences clearly explained in writing; OR 
 
(b) The small employer is given a written option to indicate that: 

1) both rating methods need be presented; or 2) only age-
banded rates need be presented; or 3) only the composite rate 
need be presented.  This indication may be a check-off on 
the application or renewal form or other similar form that 
complies with this section. 

 
B. Small employer carriers may offer small employers composite rates as an 

alternative to four-tier, age-banded rates calculated pursuant to Section 5 of 
this regulation if all of the following conditions are met:  [Emphasis added.] 

 
(2) The small employer carrier must clearly state on its application and 

renewal forms for all of its small group products the differences 
between age-banded and composite rates and that either: 
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(a) The minimum number of eligible employees for calculating 

composite rates is ten (10) and that all small employers with 
ten (10) or more eligible employees are entitled to a choice 
of composite rates or four-tier family, age-banded rates, and 
have the right to see them calculated either or both ways; 

 
The Company offers composite rates for Colorado cases with ten (10) or more eligible employees.  The 
application provided by the Company as being in use during 2004 and 2005 does not reflect any of the 
disclosures required when offering composite rates. 
 
Form Number    Form Name 
 
COAPP490-ER    Participating Employer Application 
 
 
Recommendation No. 27:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Amended Regulation 4-6-7.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that at initial application all disclosure information concerning the use of composite rates is provided to 
small employers as required by Colorado insurance law. 
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Issue E24:  Failure to allow employers to choose the percentage of contribution for dependents. 

 
Amended Regulation 4-6-5, Emergency Regulations 04-E-4 and 04-E-9, Concerning The Basic and 
Standard Health Benefit Plans, promulgated pursuant to §§10-1-109, 10-16-105(7.2), 10-16-108.5(8), and 
10-16-109, C.R.S., state: 
 

STANDARD AND BASIC HEALTH BENEFIT PLAN 
POLICY REQUIREMENTS FOR THE STATE OF COLORADO 

 
Colorado Division of Insurance 

 
July 1, 2004 

September 29, 2004 
December 1, 2004 

 
5. All basic and standard health benefit plans shall also comply with the following 

requirements: 
 

E. Employer Contribution:  The maximum employer contribution  
required by the carrier shall be no more than fifty percent (50%) of 
the premium for employee-only coverage.  The carrier shall not 
impose a maximum or minimum employer contribution for dependent 
coverage.  [Emphasis added.]  Employers, at their discretion, may 
choose to make a contribution on behalf of dependents and may 
choose to pay more than fifty percent (50%) of the premium for 
employee coverage. 

 
The only application provided by the Company and which would have been used for the Basic and 
Standard Health Benefit Plans during 2004 and 2005, imposes a minimum employer contribution of 25% 
for dependents rather than allowing this to be at the employer’s discretion. 
 
Page 1 of the application reflects: 
 
 Employer Contribution (minimum 25%) * 
 
  Employer pays: ___________ % employee cost 
    ___________ % dependent cost 
 
Form Number   Form Name 
 
COAPP490-ER   Participating Employer Application 
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Recommendation No. 28:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Amended Regulation 4-6-5 and Emergency Regulations 04-E-4 and 04-E-9.  In 
the event the Company is unable to show such proof, it should provide evidence to the Division of 
Insurance that it has established procedures to ensure that its applications do not impose a maximum or 
minimum employer contribution for dependent coverage as required by Colorado insurance law. 
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Issue E25:  Failure to reflect any information concerning the mandated coverage for prostate 

cancer screening. 
 
Section 10-16-104, C.R.S., Mandatory coverage provisions, states: 
 

(10) Prostate cancer screening 
 

(a) All individual and all group sickness and accident insurance policies, 
except supplemental policies covering a specified disease or other 
limited benefit, which are delivered or issued for delivery within the 
state by an entity subject to the provisions of part 2 of this article and 
all individual and group health care service or indemnity contracts 
issued by an entity subject to the provisions of part 3 or 4 of this 
article, as well as any other group health care coverage offered to 
residents of this state, shall provide coverage for annual screening 
for the early detection of prostate cancer in men over the age of fifty 
years and in men over the age of forty years who are in high-risk 
categories, which coverage by entities subject to part 2 or 3 of this 
article shall not be subject to policy deductibles.  Such coverage 
shall be the lesser of sixty-five dollars per prostate cancer screening 
or the actual charge for such screening.  Such benefit shall in no 
way diminish or limit diagnostic benefits otherwise allowable under 
a policy.  …  [Emphases added.] 

 
The individual policy that the Company used for Conversion Coverage during the period under 
examination does not reflect any information concerning the mandated coverage of prostate cancer 
screening or the guidelines under which this coverage is to be provided.  This would leave it subject to a 
deductible and a coinsurance percentage as expressed in the Schedule of Insurance and the possibility of 
an allowed benefit amount that is not in compliance with the lesser of $65.00 per screening or the actual 
charge for such screening. 
  
The Schedule of Insurance reflects: 
 

POLICY SCHEDULE 
MAJOR MEDICAL EXPENSE BENEFITS 

SCHEDULE OF INSURANCE 
 

INSURANCE BENEFIT    BENEFIT AMOUNTS 
 
Deductible Amount [100, $500, $1,000, as chosen by 

You], per Calendar Year 
 
Benefit Percentage 
 
Covered Charges except Outpatient Mental and 
Nervous Disorders 80% of Covered Charges for 

Preferred Providers, then 100% of  
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 Covered Charges after out-of-pocket 

Covered Charges exceed $1000 in 
that Calendar Year. 

 
 70% of Covered Charges for Non-

Preferred Providers, then 100% of 
Covered Charges after out-of-pocket 
Covered Charges exceed $5,000 in 
that Calendar Year. 

 
Page 8 of the conversion policy reflects: 
 
MAJOR MEDICAL EXPENSE BENEFITS 
 
Subject to Deductible Amount and Benefit Percentage 
 
The benefit payable will be equal to a percentage of Covered Charges in excess of the 
Deductible Amount.  The Benefit Percentage and Deductible Amount are shown on the 
Policy Schedule. 
 
Form Number Form Name 
 
F-CV-00-02-01    Individual Major Medical Conversion Policy 
 
 
Recommendation No. 29:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-104, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that its policies reflect the coverage to be provided for prostate cancer screening as required by Colorado 
insurance law. 
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Issue E26:  Failure to display the required fraud warning statement.   

 
Section 10-1-128, C.R.S., Fraudulent insurance acts – immunity for furnishing information relating to 
suspected insurance fraud – legislative declaration, states: 
 

(6)(a) Each insurance company shall provide on all printed applications for 
insurance, or on all insurance policies, or on all claim forms provided 
and required by an insurance company, or required by law, whether 
printed or electronically transmitted, a statement, in conspicuous nature, 
permanently affixed to the application, insurance policy, or claim form 
substantially the same as the following:  [Emphasis added.] 

 
  “It is unlawful to knowingly provide false, incomplete, or misleading facts or 

information to an insurance company for the purpose of defrauding or 
attempting to defraud the company.  Penalties may include imprisonment, 
fines, denial of insurance, and civil damages.  Any insurance company or 
agent of an insurance company who knowingly provides false, incomplete, or 
misleading facts or information to a policyholder or claimant for the purpose 
of defrauding or attempting to defraud the policyholder or claimant with 
regard to a settlement or award payable from insurance proceeds shall be 
reported to the Colorado division of insurance within the department of 
regulatory agencies.” 

 
It appears that the Company has chosen its policies/certificates to display the required fraud warning as 
the most frequently sold plan and the basic and standard health benefit plans offered by the Company 
during the examination period reflect this.  However, neither the application for nor the policy being 
offered by the Company as conversion coverage displays this warning. 
 
Form Number    Form Name 
 
F-CV-00-02-01    Individual Major Medical Conversion Policy 
F-CV-00-02-02    Master Policy Application 
 
 
Recommendation No. 30:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-1-128, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that the required fraud warning statement is displayed as required by Colorado insurance law. 
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Issue E27:  Failure to reflect correct information in the employee application concerning 

participation requirements.   
 
Section 10-16-105 (7.4), C.R.S., Small group sickness and accident insurance – guaranteed 
issue – mandated provisions for basic and standard health benefit plans – rules, states: 
 

(a) Except as provided in paragraph (d) of this subsection (7.4), the requirements 
used by a small employer carrier to determine whether to provide coverage to a 
small employer, including requirements for minimum participation of eligible 
employees and minimum employer contributions, shall be applied uniformly 
among all small employers with the same number of eligible employees applying 
for coverage or receiving coverage from the small employer carrier. 

 
(b) A small employer carrier may vary the application of minimum participation 

requirements and minimum employer contribution requirements only by the size 
of the small employer group.  [Emphasis added.]  

 
During the review of the Employee Application, the following wording was noted: 
 

IMPORTANT: YOU MAY NOT REFUSE COVERAGE IF YOU ARE NOT 
REQUIRED TO CONTRIBUTE TOWARD THE COST OF 
INSURANCE. 

 
This requirement does not appear to be in compliance with Colorado insurance law that allows a small 
employer carrier to vary minimum participation requirements only by the size of the small employer 
group.  The percentage of premium paid by the employer is not one of the allowable reasons. 
 
 
Form Number   Form Name 
 
CO-APP491-EE  Employee Application 
 
 
Recommendation No. 31:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-105, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that only correct information concerning participation requirements is displayed in applications as 
required by Colorado insurance law. 
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Issue E28:  Failure to reflect an accurate definition of who qualifies as an eligible dependent. 

 
Section 10-16-102, C.R.S., Definitions, states: 
 

(14) “Dependent” means a spouse, an unmarried child under nineteen  
years of age, an unmarried child who is a full-time student under 
twenty-four years of age and who is financially dependent upon the 
parent, and an unmarried child of any age who is medically certified 
as disabled and dependent upon the parent. 

 
The employee application that was provided as being used during the examination period does not appear 
to correctly define an eligible dependent as indicated below: 
 
 Incomplete 
 

• Nothing is reflected to indicate that an unmarried child of any age who is medically 
certified as disabled and dependent upon the parent qualifies as an eligible dependent. 

• Nothing is reflected to indicate that a child under nineteen years of age must be 
unmarried to qualify as an eligible dependent. 

• Nothing is reflected to indicate that full-time students are to be unmarried and financially 
dependent upon the parent to qualify as an eligible dependent. 

 
Incorrect 
 

• Full-time students up to twenty-four (24) years of age may be eligible as a dependent, not 
under twenty-one (21) years of age as is reflected. 

 
The wording on the employee application form is: 
 

List all eligible dependents to be insured.  Eligible dependents include your legal spouse, 
dependents under age 21 or full-time students.  Give the last name if different. 

 
The Company’s form letter being used during the period of this examination to determine a child’s 
Student Status, does not appear to reflect accurate requirements for qualifying as an eligible dependent.  
The form letter reflects the following question: 
 
 2.  Is he or she employed and working 30 hours or more per week? 
 
The Company has indicated that the purpose of this question is that if the child is working full-time as 
well as going to school full-time and they are eligible for coverage from their employer, they are no 
longer an eligible dependent under their parent’s insurance. 
 
As long as a student meets the definition of a dependent in Colorado, she or he would still be eligible for 
coverage through the parent’s plan.  An unmarried child within the required years of age could still be 
financially dependent on the parent even if she or he was working thirty (30) hours a week. Additionally,  
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the criteria for qualifying as an eligible employee requires a regular (not full-time) work week of twenty-
four (24) or more hours, not thirty (30) hours. 
 
Form Number    Form Name 
 
CO-APP491-EE   Employee Application 
 
 
Recommendation No. 32:  
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Sections 10-16-102, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that only correct information concerning the definition of who qualifies as an eligible dependent is 
displayed in applications and all other forms as required by Colorado insurance law. 
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Issue G1:  Failure to automatically provide Colorado Health Plan Description Forms during the 

application process. 
 
Amended Regulation 4-2-20, Concerning the Colorado Comprehensive Health Benefit Plan Description 
Form, promulgated pursuant to Sections 10-1-109, 10-3-1110(1), 10-16-108.5(11)(b), and 10-16-109, 
C.R.S., states: 
 
Effective 01/01/04 
 
 Section 3. APPLICABILITY AND SCOPE 
 
  This amended regulation shall apply to all carriers offering or providing health 

benefit plan coverage or Medicare supplemental coverage on and after September 30, 
1998. 

 
 Section 4. RULES 
 

E. Carriers shall provide a Colorado Health Plan Description Form as 
follows: 

 
1. b. Automatically within three (3) business days of a potential 

policyholder expressing interest in a particular plan (e.g., “I 
am interested in the Gold Plan, the $500 deductible PPO 
plan, your HMO plan with vision care coverage, etc.,” or “I 
want to purchase your Plan 200, $5 copay HMO plan,” etc.);  
[Emphasis added.] 

 
  F. 1. Carriers shall prominently include with all marketing  

materials the following notice: 
 
 “Colorado law requires carriers to make available a Colorado 

Health Plan Description Form, which is intended to facilitate 
comparison of health plans.  The form must be provided 
automatically within three (3) business days to a potential 
policyholder who has expressed interest in a particular plan.  
… [Emphasis added.] 

 
Effective 01/01/05 
 
 Section 4. RULES 
 

E. Carriers shall provide a Colorado Health Plan Description Form that 
is specific with respect to the particular policy provisions of the 
policy (e.g., individual deductible = $500 per year) as follows: 
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2. Automatically within three (3) business days of a potential 

policyholder expressing interest in a particular plan or such 
plan being selected as a finalist from which the ultimate 
selection will be made (e.g., “I am interested in the Gold 
Plan, the $500 deductible PPO plan, your HMO plan with 
vision care coverage, etc.);  [Emphasis added.] 

 
Bulletin 2-98, Distribution and Use of the Colorado Comprehensive Health Benefit 
Description Form, Issue and Effective Date:  April 14, 1998, states: 
 

I. BACKGROUND & PURPOSE 
 

In 1997, the Colorado General Assembly passed legislation (HB 97-1311) 
requiring all carriers to use a standard benefit description form for health 
benefit plans issued or renewed on and after January 1, 1998.  (See Section 
10-16-108.5(11), C.R.S.)  In November 1997, the Division of Insurance 
promulgated Insurance Regulation 4-2-20, which established and 
implemented rules concerning the format for, elements of, and issuance of 
the Colorado Health Benefit Description Form.  Both the regulation and HB 
97-1311 specified the circumstances under which the form must be 
distributed. 
 
It has come to the attention of the Division of Insurance that some carriers 
are not following the rules for distributing the form.  …  The purpose of this 
bulletin is (1) to remind carriers of Colorado’s requirements concerning the 
distribution of the Colorado Health Benefit Description Form, and … 

 
II. ACTION NECESSARY 
 

A. Carriers are reminded that Colorado Insurance Regulation 4-2-20 
requires all carriers to provide a Colorado Health Plan Description 
Form, which is specific with respect to the particular policy 
provisions of the policy it is marketing, selling, or has issued, under 
the following circumstances: 

 
3. As part of the policyholder’s and, if different, the certificate 

holder’s application for coverage before an application for 
coverage is actually filled out; 

 
5. Health carriers should immediately take steps to ensure they 

are in compliance with the requirements above concerning 
the distribution and use of the Colorado Health Plan 
Description Form. 

 
It does not appear that the Company is in compliance with Colorado insurance law with regard to the 
requirement to automatically provide Colorado Health Plan Description Forms as part of the 
policyholder’s, and if different, the certificate holder’s application for coverage before an application for  
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coverage is actually filled out.  The request for the thirty-seven (37) new business application files to be 
reviewed asked that copies of any material given to the applicant during the application process be 
provided.  None of the files had copies of or any documentation that Health Plan Description Forms had 
been provided. 
 

APPLICATIONS-NEW BUSINESS FILES 
Population Sample Size Number of Exceptions Percentage to Sample 

37 37 37 100% 
 
 
Recommendation No. 35: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Amended Regulation 4-2-20.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established the necessary 
procedures to ensure that Health Plan Description Forms are provided automatically during the 
application process as required by Colorado insurance law. 
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Issue G2:  Failure to reflect the correct number of days allowed in Colorado for a gap in coverage 

in order to be able to count creditable coverage.   
 
Section 10-16-118, C.R.S., Limitations on preexisting condition limitations, states: 
 

(1) A health coverage plan that covers residents of this state: 
 

(b) Shall waive any affiliation period or time period applicable to a 
preexisting condition exclusion or limitation period for the period of 
time an individual was previously covered by creditable coverage if 
such creditable coverage was continuous to a date not more than 
ninety days prior to the effective date of the new coverage.  …  
[Emphasis added.] 

 
Colorado insurance law permits a gap in coverage of up to ninety (90) days before the date of new 
coverage for purposes of reducing the extent to which a plan or issuer offering health coverage can apply 
a pre-existing condition exclusion.  During the period under examination the Company was using a “Pre-
X Letter” to notify new insureds that their plan included pre-existing condition limitation periods.  The 
letter incorrectly reflects that if there was coverage under another health plan within sixty-three (63) days 
of enrollment in this plan, the pre-existing condition limitation period might be reduced by the prior 
coverage.  The insured was advised that in order for the Company to make a determination of whether 
they were eligible for credit for prior coverage, they must submit a Certificate of Creditable Coverage or 
any other evidence of prior coverage and that they would be informed of the Company’s decision. 
 
The one page letter reflects the following wording related to the gap in coverage: 
 

 This plan includes a pre-existing condition limitation period of (06) months.  
Generally you are not eligible to receive benefits under this plan for your pre-existing 
condition during this period. 

 
 If you have been covered under another health plan within 63 days of the date of 

enrollment into this plan, the pre-existing condition limitation period may be reduced 
by your prior coverage. 

 
APPLICATIONS-NEW BUSINESS FILES 

Population Sample Size Number of Exceptions Percentage to Sample 
37 37 30 81% 
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Recommendation No. 36: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-118, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established the necessary 
procedures to ensure that all forms reflect the correct ninety (90) days allowed for a break in coverage as 
required by Colorado insurance law. 
 
 



 
Market Conduct Examination  New England Life Insurance Company 
Underwriting – Applications 

  
107 

 
Issue G3:  Failure to disclose required information at renewal when offering composite rates.  

(This was a prior issue included in E22 in the findings of the 2000 final examination report.) 
 
Amended Regulation 4-6-7, Concerning Premium Rate Setting For Small Group Health 
Plans, promulgated under the authority of Sections 10-1-109(1), 10-16-102(10)(b)(II), 10-16-
104.9, 10-16-105(6.5), 10-16-105(7.2), 10-16-105(8)(f), and 10-16-109, Colorado Revised 
Statutes, states: 
 
 Section 2. Purpose 
 

The purpose of this regulation is to establish and implement rules for setting 
premiums for small group health benefit plans. This regulation concerns: 
applicability and scope of Colorado’s small group health rating laws; carriers’ 
obligations to provide coverage; premium rate setting; use of composite rates; rate 
filings; and actuarial certifications. 

 
 Section 6. Use of Composite Rates 
 
  A. Small employer carriers may offer the small employer rates  

 calculated by use of the following methods subject to the following 
restrictions:  [Emphasis added.] 

 
 (1) Four-tier family, age-banded rates calculated pursuant to  
  Section 5 of this regulation; OR 
 
  (2) A choice between four-tier, age-banded rates, calculated  
  pursuant to Section 5 of this regulation, and composite rates.  

It shall be construed that the small employer carrier has 
offered the small employer a choice between the two 
methods, if at initial application and at each renewal; 

 
  (a) Both methods are offered to the small employer, 

 with the differences clearly explained in writing; OR 
 
  (b) The small employer is given a written option to  

 indicate that: 1) both rating methods need be 
presented; or 2) only age-banded rates need be 
presented; or 3) only the composite rate need be 
presented.  This indication may be a check-off on the 
application or renewal form or other similar form 
that complies with this section.  [Emphasis added.] 

 
B. Small employer carriers may offer small employers composite rates 

as an alternative to four-tier, age-banded rates calculated pursuant to 
Section 5 of this regulation if all of the following conditions are met:  
[Emphasis added.] 
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(2) The small employer carrier must clearly state on its 

application and renewal forms for all of its small group 
products the differences between age-banded and composite 
rates and that either:  [Emphasis added.] 

 
(a) The minimum number of eligible employees for  

calculating composite rates is ten (10) and that all 
small employers with ten (10) or more eligible 
employees are entitled to a choice of composite rates 
or four-tier family, age-banded rates, and have the 
right to see them calculated either or both ways; 

 
The Company indicated that it offered composite rating in Colorado for small group products to 
employers with ten (10) or more eligible employees during the period under examination.  The Company 
responded with only single page printouts for all but two (2) of the renewal business files which were not 
provided initially, but provided later at the request of the examiners.  Nothing was provided for any of the 
fifty (50) files to indicate the information required to be provided at renewal when offering composite 
rates was provided. 
 

APPLICATIONS-RENEWAL BUSINESS FILES 
Population Sample Size Number of Exceptions Percentage to Sample 

289 50 50 100% 
 
 
Recommendation No. 37: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Amended Regulation 4-6-7.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established the necessary 
procedures to ensure that the required information is disclosed at renewal when offering composite rates 
as required by Colorado insurance law. 
 
In the Market Conduct examination for calendar year 2000, the Company was previously cited for failure 
to disclose required information at renewal when offering composite rates.  The violation resulted in 
Recommendation # 35, that the Company establish procedures to ensure that its renewal forms included 
the required material concerning use of composite rates.  Failure to comply with the previous 
recommendation and order of the commissioner may constitute a violation of Section 10-1-205, C.R.S. 
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Issue G4:  Failure, in some instances, to use employer and employee applications that comply with 

Colorado insurance law.   
 
Section 10-1-128, C.R.S., Fraudulent insurance acts – immunity for furnishing information relating to 
suspected insurance fraud – legislative declaration, states: 
 
 (6)(a) Each insurance company shall provide on all printed applications for 

insurance, or on all insurance policies, or on all claim forms provided and 
required by an insurance company, or required by law, whether printed or 
electronically transmitted, a statement, in conspicuous nature, permanently 
affixed to the application, insurance policy, or claim form substantially the 
same as the following:  [Emphasis added.] 

 
“It is unlawful to knowingly provide false, incomplete, or misleading facts or 
information to an insurance company for the purpose of defrauding or 
attempting to defraud the company.  Penalties may include imprisonment, 
fines, denial of insurance, and civil damages.  Any insurance company or 
agent of an insurance company who knowingly provides false, incomplete, or 
misleading facts or information to a policyholder or claimant for the purpose 
of defrauding or attempting to defraud the policyholder or claimant with 
regard to a settlement or award payable from insurance proceeds shall be 
reported to the Colorado division of insurance within the department of 
regulatory agencies.” 

 
Section 10-16-105(7.4), C.R.S., Small group sickness and accident insurance – guaranteed 
issue – mandated provisions for basic and standard health benefit plans – rules, states: 
 

(a) Except as provided in paragraph (d) of this subsection (7.4), the requirements 
used by a small employer carrier to determine whether to provide coverage to 
a small employer, including requirements for minimum participation of 
eligible employees and minimum employer contributions, shall be applied 
uniformly among all small employers with the same number of eligible 
employees applying for coverage or receiving coverage from the small 
employer carrier. 

 
(b) A small employer carrier may vary the application of minimum participation 

requirements and minimum employer contribution requirements only by the 
size of the small employer group.   

 
Amended Regulation 4-6-5, and Emergency Regulations 04-E-4 and 04-E-9, Concerning The Basic and 
Standard Health Benefit Plans, promulgated pursuant to §§10-1-109, 10-16-105 (7.2), 10-16-108.5(8), 
and 10-16-109, C. R.S., state: 
 
 Section 4. Rules 
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 E. 1. The following disclosure statement, prominently displayed in bold  
  face capital letters no smaller than 14 point for printed materials or in 

a clear and conspicuous manner for printed materials, electronic or 
internet-based  communications shall appear on all small employer 
marketing materials (except the Colorado Comprehensive Health 
Benefit Plan Description Form pursuant to Colorado Insurance 
Regulation 4-2-20), small employer application forms, [Emphasis 
added], small employer renewal notices, and on all written refusals to 
insure that are related to health coverage for a business group of one. 

 
  “Colorado insurance law requires all carriers in the small group 

market to issue any health benefit plan it markets in Colorado to 
small employers of 2-50 employees, including a basic or standard 
health benefit plan, upon the request of a small employer to the entire 
small group, regardless of the health status of any of the individuals 
in the group.  Business groups of one cannot be rejected under a 
basic or standard health benefit plan during open enrollment periods 
as specified by law.” 

 
Amended Regulation 4-6-7, Concerning Premium Rate Setting For Small Group Health 
Plans, promulgated under the authority of Sections 10-1-109(1), 10-16-102(10)(b)(II), 10-16-
104.9, 10-16-105(6.5), 10-16-105(7.2), 10-16-105(8)(f), and 10-16-109, Colorado Revised 
Statutes, states: 
 
 Section 2. Purpose 
 

The purpose of this regulation is to establish and implement rules for setting 
premiums for small group health benefit plans. This regulation concerns: 
applicability and scope of Colorado’s small group health rating laws; carriers’ 
obligations to provide coverage; premium rate setting; use of composite rates; rate 
filings; and actuarial certifications. 

 
 Section 6. Use of Composite Rates 
 
  A. Small employer carriers may offer the small employer rates  

 calculated by use of the following methods subject to the following 
restrictions:  [Emphasis added.] 

 
 (1) Four-tier family, age-banded rates calculated pursuant to 
   Section 5 of this regulation; OR 
 
  (2) A choice between four-tier, age-banded rates, calculated  

 pursuant to Section 5 of this regulation, and composite rates.  
It shall be construed that the small employer carrier has 
offered the small employer a choice between the two  
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methods, if, at initial application and at each renewal;  
[Emphasis added.] 

 
  (a) Both methods are offered to the small employer, 

  with the differences clearly explained in writing; 
OR 

 
  (b) The small employer is given a written option to indicate that: 1) 

 both rating methods need be presented; or 2) only age-banded 
rates need be presented; or 3) only the composite rate need be 
presented.  This indication may be a check-off on the application 
or renewal form or other similar form that complies with this 
section.  [Emphasis added.] 

 
B. Small employer carriers may offer small employers composite rates  

as an alternative to four-tier, age-banded rates calculated pursuant to 
Section 5 of this regulation if all of the following conditions are met:  
[Emphasis added.] 

 
(2) The small employer carrier must clearly state on its application and  

renewal forms for all of its small group products the differences between 
age-banded and composite rates and that either:  [Emphasis added.] 

 
(a) The minimum number of eligible employees for calculating 

composite rates is ten (10) and that all small employers with ten (10) 
or more eligible employees are entitled to a choice of composite rates 
or four-tier family, age-banded rates, and have the right to see them 
calculated either or both ways; 

 
Four (4) of the thirty-seven (37) Application-New Business files provided by the Company as the 
population, used employer and/or employee applications that were not on the Annual Report of Forms 
filed for 2004 and 2005 and these applications were not in compliance with Colorado insurance law in the 
following ways: 
 

1. The Fraud Warning statement is not substantially as required.  
 

      The wording displayed on page 1 of both the Employer and Employee 
applications is:   

 
 “I understand that any intent to defraud or knowingly facilitate a fraud against the 

New England Life Insurance Company by submitting an application or filing a 
claim containing a false or deceptive statement is insurance fraud”. 

 
2. There is no 14 point disclosure statement on the Employer application concerning guarantee 

issue for small employers of 2-50 employees and business groups of one during open 
enrollment periods.  (This was a prior issue included in E6 in the findings of the 2000 final 
examination report.) 
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3. There is no disclosure of the required information when a Company offers composite rates on 

either of the applications.  (This was a prior issue included in E22 in the  
findings of the 2000 final examination report.) 

 
4. There is incorrect information in the Employer application concerning participation 

requirements.  A small employer carrier may vary minimum participation requirements only 
by the size of the small employer group.  The percentage of premium paid by the employer is 
not one of the allowable reasons.  (This was a prior issue included in E25 in the findings of 
the 2000 final examination report.) 

 
The wording displayed on page 1 of the application is: 

 
“Employer Contribution (minimum 25%) 
 
(if Employer pays 100% contribution, 100% participation is required) 

 
5. The Employee application indicates by its questions that an employee must  

be full-time to be an eligible employee for coverage.  (This was a prior issue included in E1 
in the findings of the 2000 final examination report.) 
 
The questions reflected on page 1 of the application are: 
 
Date of Full-time Employment 
 
__________________________ 
Month       Day           Year 
 
Are you now working for pay full-time at or from the above employer’s usual place of 
business?   Yes    No 

 
Form GC4500 ERAPP    Participating Employer Application 
 
Form GC4000 EMP APP   Employee Application 
 

APPLICATIONS-NEW BUSINESS FILES 
Population Sample Size Number of Exceptions Percentage to Sample 

37 37 4 11% 
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Recommendation No. 38: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Sections 10-1-128 and 10-16-105, C.R.S., Amended Regulation 4-6-5, 
Emergency Regulations 04-E-4 and 04-E-9 and Amended Regulation 4-6-7.  In the event the Company is 
unable to show such proof, it should provide evidence to the Division of Insurance that it has established 
the necessary procedures to ensure that only employer and employee applications that are in compliance 
with Colorado insurance law are used. 
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CANCELLATIONS/NON-RENEWALS/DECLINATIONS 
FINDINGS 
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Issue H1:  Failure to offer conversion coverage to eligible members of terminated groups. 

 
Section 10-16-108, C.R.S., Conversion and continuation privileges, states: 
 

(4) Special provisions for small group health benefit plans. 
 

(a) Effective January 1, 1995, each small employer carrier shall, upon 
termination of a group policy by the carrier or employer for reasons 
other than replacement with another group policy or fraud and 
abuse in procuring and utilizing coverage, offer to any individual 
the choice of a basic or standard health benefit plan, except as 
provided in paragraph (b) of this subsection (4).  Reasons for 
termination include, but are not limited to, the group no longer 
meeting participation requirements, cancellation due to nonpayment 
of premiums, or the policyholder exercising the right to cancel. 

 
Regulation 4-6-9, Concerning Conversion Coverage, promulgated under the authority of 
Sections 10-1-109(1) and 10-16-109, C.R.S., states: 
 
 Section 4. Definitions 
 

A. “Conversion coverage” means that coverage provided by carriers 
pursuant to Sections 10-16-108(1)(c), 10-16-108(2)(d), and 10-16-
108(4), C.R.S. 

 
 Section 5. Choice of Basic or Standard Health Benefit Plans 
 

A. All persons entitled to elect conversion coverage pursuant to 
Sections 10-16-108(1)(c), or 10-16-108(2)(d) and 10-16-108(4), 
C.R.S., shall be offered a choice of the basic or standard health 
benefit plans only.  (The basic and standard health benefit plans and 
rules for their implementation are described in Colorado insurance 
regulation No. 4-6-5, C.C.R.) 

 
The examiners reviewed a randomly selected sample of fifty (50) files from a population of 
156 small group files that had been cancelled or non-renewed during the examination period. 
It appears that the Company is not in compliance with Colorado insurance law as twenty-five 
(25) of the files appear to have been terminated for reasons that would require the offer of the 
choice of a Basic or Standard Health Benefit Plan as conversion coverage.  No documentation 
was provided that the required conversion coverage was offered for any of these files. 
 

POLICIES NOT OFFERED CONVERSION COVERAGE 
Population Sample Size Number of Exceptions Percentage to Sample 

156 50 25 50% 
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Recommendation No. 39: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-108, C.R.S. and Regulation 4-6-9.  In the event the Company is 
unable to show such proof, it should provide evidence to the Division of Insurance that it has established 
the necessary procedures to ensure that conversion coverage is provided in all instances required by 
Colorado insurance law. 
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Issue J1:  Failure, in some cases, to pay, deny, or settle claims within the required time periods.   

 
Section 10-16-106.5, C.R.S., Prompt payment of claims – legislative declaration, states: 

 
(2) As used in this section, “clean claim” means a claim for payment of health 

care expenses that is submitted to a carrier on the uniform claim form 
adopted pursuant to section 10-16-106.3 with all required fields completed 
with correct and complete information, including all required documents.  A 
claim requiring additional information shall not be considered a clean claim 
and shall be paid, denied, or settled as set forth in paragraph (b) of subsection 
(4) of this section.  “Clean claim” does not include a claim for payment of 
expenses incurred during a period of time for which premiums are 
delinquent, except to the extent otherwise required by law. 

 
(4)(a) Clean claims shall be paid, denied, or settled within thirty calendar days after 

receipt by the carrier if submitted electronically and within forty-five 
calendar days after receipt by the carrier if submitted by any other means. 

 
(b) If the resolution of a claim requires additional information, the carrier shall, 

within thirty calendar days after receipt of the claim, give the provider, 
policyholder, insured, or patient, as appropriate, a full explanation in writing 
of what additional information is needed to resolve the claim, including any 
additional medical or other information related to the claim.  The person 
receiving a request for such additional information shall submit all additional 
information requested by the carrier within thirty calendar days after receipt 
of such request.  Notwithstanding any provision of an indemnity policy to the 
contrary, the carrier may deny a claim if a provider receives a request for 
additional information and fails to timely submit additional information 
requested under this paragraph (b), subject to resubmittal of the claim or the 
appeals process.  If such person has provided all such additional information 
necessary to resolve the claim, the claim shall be paid, denied, or settled by  
the carrier within the applicable time period set forth in paragraph (c) of this 
subsection (4). 

 
(c) Absent fraud, all claims except those described in paragraph (a) of this 

subsection (4) shall be paid, denied, or settled within ninety calendar days 
after receipt by the carrier. 

 
(5)(a) A carrier that fails to pay, deny, or settle a clean claim in accordance with 

paragraph (a) of subsection (4) of this section or take other required action 
within the time periods set forth in paragraph (b) of subsection (4) of this 
section shall be liable for the covered benefit and, in addition, shall pay to the 
insured or health care provider, with proper assignment, interest at the rate of 
ten percent annually on the total amount ultimately allowed on the claim, 
accruing from the date payment was due pursuant to subsection (4) of this 
section.  
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(b)  A carrier that fails to pay, deny, or settle a claim in accordance with subsection 

(4) of this section within ninety days after receiving the claim shall pay to the 
insured or health care provider, with proper assignment, a penalty in an 
amount equal to ten percent of the total amount ultimately allowed on the 
claim.  Such penalty shall be imposed on the ninety-first day after receipt of 
the claim by the carrier. 

 
(6) This section shall not prohibit a carrier from retroactively adjusting payment 

of a claim that is not subject to the provisions of section 10-16-704, if: 
 
(a) The policyholder notifies the carrier of a change in eligibility of an 

individual; and 
 
(b) The adjustment is made within thirty days after the carrier’s receipt of 

such notification. 
 
Paid and Denied Claims Received Electronically 07/01/04 – 06/30/05 Exceeding 30 Days 
 
Data provided by the Company indicated a population of 1,806 paid and denied small group claims 
received electronically during the period under examination.  The examiners identified forty-nine (49) 
claims from this population as taking over thirty (30) days from date of receipt to process.  The sample 
consisted of these forty-nine (49) claims.  Twenty-seven (27) of these claims do not appear to have been 
processed as required by Colorado insurance law with respect to the allowed time frame.   
 

PAID AND DENIED ELECTRONIC CLAIMS OVER 30 DAYS  
Population Sample Size Number of Exceptions Percentage to Sample 

49 * 49 27 55% 
*(3% of all paid and denied electronic claims) 
 
Paid and Denied Claims Received Non-Electronically 07/01/04 – 06/30/05 Exceeding 45 Days 
 
Data provided by the Company indicated a population of 15,762 paid and denied small group claims 
received non-electronically during the period under examination.  The examiners identified 337 claims 
from this population as taking over forty-five (45) days from date of receipt to process.  A randomly 
selected sample of fifty (50) claim files was taken from these 337 files.  Thirteen (13) of these claims do 
not appear to have been processed as required by Colorado insurance law with respect to the allowed time 
frame.   
 

PAID AND DENIED NON-ELECTRONIC CLAIMS OVER 45 DAYS  
Population Sample Size Number of Exceptions Percentage to Sample 

337 * 50 13 26% 
*(2% of all paid and denied non-electronic claims) 
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Paid and Denied Claims Received 07/01/04 – 06/30/05 Exceeding 90 Days 
 
Data provided by the Company indicated 17,568 paid and denied small group claims received during the 
period under examination.  The examiners identified thirty-nine (39) claims from this population of 
17,568 as taking over ninety (90) days from date of receipt to process.  These claims do not appear to 
have been paid, denied, or settled as required by Colorado insurance law with respect to the ninety (90) 
day time period.  
 

CLAIMS NOT PAID, DENIED OR SETTLED WITHIN NINETY (90) DAYS 
Population Sample Size Number of Exceptions Percentage to Population 

39* N/A 39 100% 
*(< 1% of all paid and denied claims) 
 
 
Recommendation No. 40: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-106.5, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that all claims are paid, denied or settled within the time periods required by Colorado insurance law. 
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Issue J2:  Failure to correctly calculate late payment interest/penalties or to pay when due in some 

instances. 
 
Section 10-16-106.5, C.R.S., Prompt payment of claims – legislative declaration, states: 
 
  (2) As used in this section, “clean claim” means a claim for payment of health 

 care expenses that is submitted to a carrier on the uniform claim form 
adopted pursuant to section 10-16-106.3 with all required fields completed 
with correct and complete information, including all required documents.  
[Emphasis added.]  … 

 
  (2.7)(b)(II) If the claim is submitted electronically, the claim is  

 presumed to have been received on the date of the electronic 
verification of receipt by the carrier or the carrier’s clearinghouse.  
The carrier or carrier’s clearinghouse shall provide a confirmation 
within one business day after submission by a provider.  [Emphasis 
added.] 

 
(4) (a)  Clean claims shall be paid, denied, or settled within thirty calendar 

days after receipt by the carrier if submitted electronically and within 
forty-five calendar days after receipt by the carrier if submitted by 
any other means. 

 
 (b)  If the resolution of a claim requires additional information, the  

 carrier shall, within thirty calendar days after receipt of the claim, 
give the provider, policyholder, insured, or patient, as appropriate, a 
full explanation in writing of what additional information is needed 
to resolve the claim, including any additional medical or other 
information related to the claim.  [Emphasis added.]  The person 
receiving a request for such additional information shall submit all 
additional information requested by the carrier within thirty calendar 
days after receipt of such request.  Notwithstanding any provision of 
an indemnity policy to the contrary, the carrier may deny a claim if a 
provider receives a request for additional information and fails to 
timely submit additional information requested under this paragraph 
(b), subject to resubmittal of the claim or the appeals process.  If 
such person has provided all such additional information necessary 
to resolve the claim, the claim shall be paid, denied, or settled by the 
carrier within the applicable time period set forth in paragraph (c) of 
this subsection (4). 

 
(c) Absent fraud, all claims except those described in paragraph (a) of 

this subsection (4) shall be paid, denied, or settled within ninety 
calendar days after receipt by the carrier. 
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(5) (a) A carrier that fails to pay, deny, or settle a clean claim in accordance 

with paragraph (a) of subsection (4) of this section or take other 
required action  within the time periods set forth in paragraph (b) of 
subsection (4) of this section shall be liable for the covered benefit 
and, in addition, shall pay to the insured or health care provider, with 
proper assignment, interest at the rate of ten percent annually on the 
total amount ultimately allowed on the claim, accruing from the date 
payment was due pursuant to subsection (4) of this section.  
[Emphasis added.] 

 
 (b)  A carrier that fails to pay, deny, or settle a claim in accordance with  

subsection (4) of this section within ninety days after receiving the 
claim shall pay to the insured or health care provider, with proper 
assignment, a penalty in an amount equal to ten percent of the total 
amount ultimately allowed on the claim.  Such penalty shall be 
imposed on the ninety-first day after receipt of the claim by the 
carrier.  [Emphasis added.] 

 
The Company provided Underwriting material that contained a page under Colorado Mandates, titled:  
“Prompt Pay”.  There is a notation on this page indicating it is a directive prior to 12/31/04; however the 
Company has indicated that the information covers the period of 08/15/03 to the present.  This directive 
does not appear to provide correct information concerning the processing of late payment interest and 
penalties.  Penalties are paid at 10% of the total amount ultimately allowed on the claim and are to be 
imposed on the ninety-first day after receipt of the claim by the carrier.  The late payment interest due for 
claims exceeding thirty (30) or forty-five (45) days to process would not come into play unless the carrier 
fails to take any other required action with the required time periods, i.e., requesting any additional 
information needed to resolve the claim within thirty (30) calendar days after receipt of the claim. 
 
 Under the heading of “Penalty”, the following is reflected: 
 “3% if claim is not paid or denied by day 90, we must also pay a penalty.  (IE: If over 90 days 

pay 10% interest for days due and then pay 3% of the benefit.  If the benefit was $150.00 it would 
be .03 times $150.00 equals $4.50 penalty)” 

 
Additionally, the Company has indicated that New England Financial guidelines require that late payment 
interest is to be paid according to the location of the provider even if the coverage was issued in Colorado 
and covers a Colorado resident.  This represents a general business practice that is not in compliance with 
Colorado insurance law as late payment interest and penalties, if applicable, should be calculated and paid 
according to Colorado requirements. 
 
Numerous instances of incorrect calculation of interest/penalty amounts and not paying when due in all 
instances, were noted in the review of claim files.  When brought to the Company’s attention, it was their 
decision to reprocess during this examination and pay any of the late payment interest/penalty amounts 
that were due.   
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Recommendation No. 41: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Sections 10-16-106.5, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established procedures to ensure 
that interest and penalty amounts for late payment of benefits are correctly calculated and paid in all 
instances in compliance with Colorado insurance law. 
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Issue J3:  Failure to accurately determine the number of days utilized for claim processing. 

 
Section 10-16-106.5, C.R.S., Prompt payment of claims – legislative declaration, states: 
 

(4)(a)  Clean claims shall be paid, denied, or settled within thirty calendar days after  
receipt by the carrier if submitted electronically and within forty-five 
calendar days after receipt by the carrier if submitted by any other means.   

 
(b) If the resolution of a claim requires additional information, the carrier shall, 

within thirty calendar days after receipt of the claim, give the provider, 
policyholder, insured, or patient, as appropriate, a full explanation in writing 
of what additional information is needed to resolve the claim, including any 
additional medical or other information related to the claim.  The person 
receiving a request for such additional information shall submit all additional 
information requested by the carrier within thirty calendar days after receipt 
of such request.  Notwithstanding any provision of an indemnity policy to the 
contrary, the carrier may deny a claim if a provider receives a request for 
additional information and fails to timely submit additional information 
requested under this paragraph (b), subject to resubmittal of the claim or the 
appeals process.  If such person has provided all such additional information 
necessary to resolve the claim, the claim shall be paid, denied, or settled by 
the carrier within the applicable time period set forth in paragraph (c) of this 
subsection (4). 

 
(c) Absent fraud, all claims except those described in paragraph (a) of this 

subsection (4) shall be paid, denied, or settled within ninety calendar days 
after receipt by the carrier. 

 
(5)(a) A carrier that fails to pay, deny, or settle a clean claim in accordance with 

paragraph (a) of subsection (4) of this section or take other required action 
within the time periods set forth in paragraph (b) of subsection (4) of this 
section shall be liable for the covered benefit and, in addition, shall pay to the 
insured or health care provider, with proper assignment, interest at the rate of 
ten percent annually on the total amount ultimately allowed on the claim, 
accruing from the date payment was due pursuant to subsection (4) of this 
section. 

 
(b) A carrier that fails to pay, deny, or settle a claim in accordance with 

subsection (4) of this section within ninety days after receiving the claim 
shall pay to the insured or health care provider, with proper assignment, a 
penalty in an amount equal to ten percent of the total amount ultimately 
allowed on the claim.  Such penalty shall be imposed on the ninety-first day 
after receipt of the claim by the carrier. 
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Section 10-16-121, C.R.S., Required contract provisions in contracts between carriers and 
providers, states: 
 

(1) A contract between a carrier and a provider or its representative concerning 
the delivery, provision, payment, or offering of care or services covered by a 
managed care plan shall make provisions for the following requirements: 

 
(c) Any contract providing for the performance of claims processing 

functions by an entity with which the carrier contracts shall require 
such entity to comply with section 10-16-106.5 (3), (4), and (5). 

 
When a claim examiner for First Health adjudicates a claim with a decision to close, pay or deny, this is 
the date being entered in the Company’s system for purposes of calculating the number of days required 
to process the claim.  The claim is then sent to be batched that same day and the batch takes place during 
the night.  The afternoon or evening of the same day that the batch takes place, the files are sent within 
eight (8) hours of the batch job ending, to the printer.  The output from the batch job run is printed that 
same day and ready for mailing the next day.  The check or explanation of benefits is put in the mail two 
(2) days after the date that is being entered in the Company’s system as closed, paid or denied.  
Additionally, if the adjudication of the claim takes place on a Friday, this would add two (2) more days 
before the check or explanation of benefits is actually put in the mail. 
 
The procedure described above creates additional calendar days beyond what is entered in the Company’s 
system as processing time and results in an inability to accurately track the number of days utilized for 
processing of claims and to determine in all instances those for which late payment interest and penalties 
would apply.   
 
 
Recommendation No. 42: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Sections 10-16-106.5 and 10-16-121, C.R.S.  In the event the Company is 
unable to show such proof, it should provide evidence to the Division of Insurance that it has established 
the necessary procedures to ensure that the number of days utilized for claim processing is correctly 
determined in compliance with Colorado insurance law. 
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Issue J4: Failure to pay claims during the grace period allowed for payment of premiums. 

 
Section 10-16-106.5, C.R.S., Prompt payment of claims – legislative declaration, states: 
 

(2) …  “Clean claim” does not include a claim for payment of expenses incurred 
during a period of time for which premiums are delinquent, except to the 
extent otherwise required by law.  [Emphasis added.] 

 
Section 10-16-214, C.R.S., Group sickness and accident insurance, states: 
 

(3)(a) Except as provided for in subsection (2) of this section, all policies of group 
sickness and accident insurance providing coverage to persons residing in the 
state shall contain in substance the following provisions or provisions which, 
in the opinion of the commissioner, are more favorable to the persons insured 
or at least as favorable to the persons insured and more favorable to the 
policyholder; 

 
(I) A provision that the policyholder is entitled to a grace 

period of thirty-one days for the payment of any premium 
due except the first, during which grace period the policy 
shall continue in force, unless the policyholder has given the 
insurer written notice of discontinuance of the coverage in 
advance of the date of discontinuance in accordance with the 
terms of the policy.  The policy may provide that the 
policyholder shall be liable to the insurer for the payment of 
a pro rata premium for the time the coverage was in force 
during such grace period.  [Emphasis added.] 

 
During the review of claim files it was noted that claims were being pended due to premiums not being 
received.  These were claims that were incurred during the grace period.  Although the definition of a 
“clean claim” in Colorado insurance law does not include a claim for expenses incurred during a period of 
time for which premiums are due, the law also states “except to the extent otherwise required by law.”  
The extent otherwise required by law is addressed in Section 10-16-214, C.R.S., in that during the grace 
period, the carrier is required to continue the coverage in force and to pay claims.  The carrier may hold 
the employer responsible for the premium due during the grace period unless the carrier has evidence that 
the employer has replaced the group coverage. 
 
 
Recommendation No. 43: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Sections 10-16-106.5 and 10-16-214, C.R.S.  In the event the Company is 
unable to show such proof, it should provide evidence to the Division of Insurance that it has established 
the necessary procedures to ensure that claims incurred during the grace period are paid in compliance 
with Colorado insurance law.
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Issue K1:  Failure to reflect correct or complete information in documents outlining utilization 
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review guidelines. 
 
Amended Regulation 4-2-17, Prompt Investigation Of Health Plan Claims Involving Utilization Review, 
promulgated pursuant to Sections 10-1-109, 10-3-1110, 10-16-113(2) and (3)(b) and 10-16-109, Colorado 
Revised Statutes (C.R.S.), states: 
 
 Section 2. Purpose and Background 
 

The purpose of this regulation is to set forth guidelines for carrier compliance with 
the provisions of Sections 10-3-1104(1)(h), 10-16-409(1)(a), and 10-16-113, C.R.S., 
in situations involving utilization review.  Among other things, Section 10-3-
1104(1)(h), C.R.S., requires carriers to adopt and implement reasonable standards for 
the prompt investigation of claims arising from insurance policies; promptly provide 
a reasonable explanation of the basis in the insurance policy in relation to the facts or 
applicable law for denial of a claim or for the offer of a compromise settlement; and 
refrain from denying a claim without conducting a reasonable investigation based 
upon all available information. 
 
This regulation is designed to provide minimum standards for handling grievances 
involving utilization review determinations. 

 
 Section 5. Compliance Requirements 
 

A. A health carrier that does not use a procedure for investigating claims 
involving utilization review that is consistent with this regulation shall be 
deemed not to be in compliance with the requirement under the unfair 
competition and deceptive practice insurance statutes of Colorado that a 
carrier refrain from denying a claim without conducting a reasonable 
investigation based upon all available information. (Section 10-3-
1104(1)(h)(IV), C.R.S.) 

 
B. A health carrier that uses standards in the review of claims involving utilization 

review that are not in compliance with the rules contained in this regulation 
shall be deemed not to be in compliance with the requirement under the unfair 
competition and deceptive practice insurance statutes of Colorado that a carrier 
use reasonable standards for the prompt investigation of claims. (Section 10-3-
1104(1)(h)(III), C.R.S.) 

 
 Section 6. Standard Utilization Review 
  
 A. A health carrier shall maintain written procedures pursuant to this section 

for making utilization review decisions and for notifying covered persons of 
its decisions.  For purposes of this section, “covered person” includes the 
designated representative of a covered person.  [Emphasis added.] 
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B.(1)(a)  
 (i) Subject to Subparagraph (b) of this paragraph, for  

 prospective review determinations, a health carrier 
shall make the determination, …[Emphasis added.] 

 
 (ii) Whenever the determination is an adverse  

 determination, the health carrier shall make the 
notification of the adverse determination in 
accordance with Subsection E.  [Emphasis added.] 

 
(b) The time period for making a determination and notifying 

the covered person of the determination pursuant to Subparagraph (a) 
of this paragraph may be extended one time by the health carrier for 
up to fifteen (15) days, provided the health carrier:  [Emphasis 
added.] 

 
(i) Determines that an extension is necessary due to 

matters beyond the health carrier’s control; and 
 

(ii) Notifies the covered person prior to the expiration of 
the initial fifteen-day time period, of the 
circumstances requiring the extension of time and 
the date by which the health carrier expects to make 
a determination. 

 
(c) If the extension under Subparagraph (b) of this paragraph is 

necessary due to the failure of the covered person to submit 
information necessary to reach a determination on the request, the 
notice of extension shall:  [Emphasis added.] 

 
(i) Specifically describe the required information 

necessary to complete the request; and [Emphasis 
added.] 

 
(ii) Give the covered person at least forty-five (45) days 

from the date of receipt of the notice to provide the 
specified information.  [Emphasis added.] 

 
 

(2)(a) Whenever the health carrier receives a prospective  
 review request from a covered person that fails to meet the health 

carrier’s filing procedures, the health carrier shall notify the covered 
person of this failure and provide in the notice information on the 
proper procedures to be followed for filing a request. [Emphasis 
added.] 

 
(b)  (i) The notice required under Subparagraph (a)  
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 of this paragraph shall be provided, as soon 

as possible, but in no event later than five 
(5) days following the date of the failure.  
[Emphasis added.] 

 
 (ii) The health carrier must provide the notice in 
 writing. 

 
(c) The provisions of this paragraph shall apply only in the case of a 

failure that: 
 
    (i) Is a communication by a covered person that  

is received by a person or organizational unit of the 
health carrier responsible for handling benefit 
matters; and 

 
 (ii) Is a communication that refers to a specific  

 covered person, a specific medical condition or 
symptom, and a specific health care service, 
treatment or provider for which certification is being 
requested. 

 
 (3)  For an adverse determination regarding a  

 prospective review decision that occurs during a 
covered person’s hospital stay or course of 
treatment, the health care service or treatment that is 
the subject of an adverse determination shall be 
continued without liability to the covered person 
until the covered person has been notified of the 
determination by the carrier. [Emphases added.] 

 
  C. (1) (a) For retrospective review determinations, … 
     [Emphasis added.] 
 
  (b) If the determination is an adverse determination, the 

 health carrier shall provide notice of the adverse 
determination to the covered person in accordance 
with Subsection E. [Emphasis added.] 

 
 (2) (a) The time period for making a determination and  

 notifying the covered person of the determination 
pursuant to Paragraph (1) may be extended one time 
by the health carrier for up to fifteen (15) days, 
provided the health carrier: [Emphases added.] 

 
 (i) Determines that an extension is necessary 



 
Market Conduct Examination  New England Life Insurance Company 
Utilization Review 

  
131 

 
 due to matters beyond the health carrier’s control; 

and 
 
 (ii) Notifies the covered person prior to the  

 expiration of the initial thirty-day time period, of the 
circumstances requiring the extension of time and 
the date by which the health carrier expects to make 
a determination. 

 
 (b) If the extension under Subparagraph (a) of this  

 paragraph is necessary due to the failure of the covered 
person to submit information necessary to reach a 
determination on the request, the notice of extension shall: 

 
(i) Specifically describe the required 

information necessary to complete the 
request; and 

 
(ii) Give the covered person at least thirty (30) 

days from the date of receipt of the notice to 
provide the specified information.  
[Emphases added.] 

 
 E.(1)  A notification of an adverse determination under  

 this section shall, in a manner calculated to be understood by 
the covered person, set forth: 

 
  (e) If the health carrier relied upon an internal rule,  

 guideline, protocol or other similar criterion to make 
the adverse determination, either the specific rule, 
guideline, protocol or other similar criterion or a 
statement that a specific rule, guideline, protocol or 
other similar criterion was relied upon to make the 
adverse determination and that a copy of the rule, 
guideline, protocol or other similar criterion will be 
provided free of charge to the covered person upon 
request;  [Emphasis added.] 

 
  (f) If the adverse determination is based on a medical 

 necessity or experimental or investigational 
treatment or similar exclusion or limit, either an 
explanation of the scientific or clinical judgment for 
making the determination, applying the terms of the 
health benefit plan to the covered person’s medical 
circumstances or a statement that an explanation  
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will be provided to the covered person free of charge 
upon request;   [Emphasis added.] 

 
  (h) A description of the health coverage plan’s review 

  procedures and the time limits applicable to such 
procedures and shall advise the covered person of 
the right to appeal such decision;  [Emphasis added.] 

 
 Section 7. Expedited Utilization Review 
 
 A.(1) A health carrier shall establish written procedures in accordance with 

this section for receiving benefit requests from covered persons and 
for making and notifying covered persons of expedited utilization 
review with respect to urgent care requests. … [Emphasis added.] 

 
B.(1) (b) If the health carrier’s determination is an adverse  

 determination, the health  carrier shall provide notice of the 
adverse determination in accordance with Subsection E.  
[Emphasis added.] 

 
 (2)(a) If the covered person has failed to provide sufficient information for 

the health carrier to make a determination, the health carrier shall 
notify the covered person either orally or, if requested by the covered 
person, in writing of this failure and state what specific information 
is needed as soon as possible, but in no event later than twenty-four 
(24) hours after receipt of the request. [Emphasis added.] 

 
(b) The health carrier shall provide the covered person a reasonable 

period of time to submit the necessary information, taking into 
account the circumstances, but in no event less than forty-eight (48) 
hours after notifying the covered person of the failure to submit 
sufficient information, as provided in Subparagraph (a) of this 
paragraph.  [Emphasis added.] 

 
 (c)  The health carrier shall notify the covered person and the covered  

 person’s provider of its determination with respect to the urgent care 
request as soon as possible, but in no event more than forty-eight 
(48) hours after the earlier of: [Emphasis added.] 

 
(i) The health carrier’s receipt of the requested specified 

information; or 
 
(ii) The end of the period provided for the covered person to 

submit the requested specified information. 
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(e) If the health carrier’s determination is an adverse determination, the 

health carrier shall provide notice of the adverse determination in 
accordance with Subsection E.  [Emphasis added.] 

 
 C.  (1) For concurrent review urgent care requests … 
 

(2) If the health carrier’s determination is an adverse 
determination, the health carrier shall provide notice of the 
adverse determination in accordance with Subsection E.  
[Emphasis added.] 

 
 Section 10. First Level Review 
 

I. The decision issued pursuant to Subsection G shall set forth in a 
manner calculated to be understood by the covered person: 

 
(1) The name, title and qualifying credentials of the physician 

evaluating the appeal, and the qualifying credentials of the 
clinical peer(s) with whom the physician consults.  (For purposes 
of this section, the physician and consulting clinical peers shall 
be called the “reviewers.”) [Emphasis added.] 

 
 J. A first level review decision involving an adverse determination 

issued pursuant to Subsection G shall include, in addition to the 
requirements of Subsection I 

 
(2) A statement that the covered person is entitled to receive, 

upon request and free of charge, reasonable access to, and 
copies of, all documents, records and other information 
relevant, as the term “relevant” is defined in Subsection F(2), 
to the covered person’s benefit request; [Emphasis added.] 

 
(3) If the reviewers relied upon an internal rule, guideline, 

protocol or other similar criterion to make the adverse 
determination, either the specific rule, guideline, protocol or 
other similar criterion or a statement that a specific rule, 
guideline, protocol or other similar criterion was relied upon 
to make the adverse determination and that a copy of the 
rule, guideline, protocol or other similar criterion will be 
provided free of charge to the covered person upon request;  
[Emphasis added.] 

 
(4) If the adverse determination is based on a medical necessity 

or experimental or investigational treatment or similar 
exclusion or limit, either an explanation of the scientific or 
clinical judgment for making the determination, applying the  
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terms of the health benefit plan to the covered person’s 
medical circumstances or a statement that an explanation  
will be provided to the covered person free of charge upon 
request; and  [Emphasis added.] 

 
(6) If the carrier offers a voluntary second level appeal, a 

description of the process to obtain a voluntary second level 
review, including:  [Emphasis added.] 

 
 (a) The written procedures governing the  

 voluntary second level review, including any 
required time frames for the review; [Emphasis 
added.] 

 
    (b) The right of the covered person to: 
 

(i) Request the opportunity to appear in person 
 before a review panel of the health carrier’s 
designated representatives; [Emphasis 
added.] 

     
(iii) Present the covered person’s case to the 

review panel; [Emphasis added.] 
 

(iv) Submit written comments, documents, 
records and other material relating to the 
request for benefits for the review panel to 
consider when conducting the review both 
before and, if applicable, at the review 
meeting; 

 
(v) If applicable, ask questions of any 

representative of the health carrier on the 
review panel; and  [Emphasis added.] 

 
 (vi) Be assisted or represented by an individual  

 of the covered person’s choice;  [Emphasis 
added.] 

 
(c) A statement that the carrier will provide the 

covered person, upon request, sufficient information 
relating to the voluntary second level review to 
enable the claimant to make an informed judgment 
about whether to submit the adverse determination 
to a voluntary second level review, including a 
statement that the decision of the covered person as 
to whether or not to submit the adverse  
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determination to a voluntary second level review  
will have no effect on the covered person’s rights to 
any other benefits under the plan, the process for 
selecting the decision maker, and the  
impartiality of the decision maker. [Emphasis 
added.] 

 
(d) A description of the procedures for obtaining an 

independent external review of the adverse determination 
pursuant to insurance regulation 4-2-21 if the covered person 
chooses not to file for a voluntary second level review of the 
first level review decision involving an adverse 
determination.  [Emphasis added.] 

 
 Section 11. Voluntary Second Level Review 
 
 A.  A carrier may establish a voluntary review process to give 

 those covered persons who are dissatisfied with the first 
level review decision the option to request a voluntary 
second level review, at which the covered person has the 
right to appear in person at the review meeting before 
designated representatives of the carrier.  The procedures 
shall allow the covered person to identify providers to whom 
the health carrier shall send a copy of the review decision. 
[Emphasis added.] 

 
 C. A complaint record entry shall be made for all voluntary  

 second level reviews, pursuant to Section 10-3-1104(1)(i), 
C.R.S., and insurance Regulation 6-2-1. 

 
 E. The covered person’s right to a fair review shall not be made 

 conditional on the covered person’s appearance at the 
review. 

 
 F. (1) With respect to a voluntary second level review of a  

 first level review decision, a carrier shall appoint a 
review panel to review the request.  The panel shall 
have the legal authority to bind the health carrier to 
the panel’s decision. [Emphasis added.] 

 
 (2) (a) The review panel shall include a minimum of three  

 (3) people.  The panel may be composed of 
employees of the health coverage plan who have 
appropriate professional expertise.  A majority of 
the panel shall be comprised of persons who were 
not previously involved in the grievance.  However,  
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a person who was previously involved with the 
grievance may be a member of the panel or appear  

 before the panel to present information or answer 
questions. [Emphasis added.] 

 
 (b) A health carrier shall ensure that a majority of the  
  persons reviewing a grievance involving an adverse  
 determination are health care professionals who 

have appropriate expertise in relation to the case 
presented by the covered person.  Such reviewing 
health care professionals shall meet the following 
criteria: not have been involved in the care 
previously; not be a member of the board of 
directors of the health plan; not have been involved 
in the review process for the covered person 
previously; and not have a direct financial interest 
in the case or in the outcome of the review.  
[Emphasis added.] 

 
G. A health carrier’s procedures for conducting a voluntary second  
 level panel review shall include the following: 

 
(1) The review panel shall schedule and hold a review meeting within  

sixty (60) days of receiving a request from a covered person for a 
voluntary second level review.  The covered person shall be notified 
in writing at least twenty (20) days in advance of the review date.  
The health carrier shall not unreasonably deny a request for 
postponement of the review made by a covered person. [Emphasis 
added.] 

 
(2) Carriers shall in no way discourage a covered person from 

requesting a face-to-face review meeting.  Whenever a covered 
person has requested the opportunity to appear in person before 
authorized representatives of the health carrier, the review meeting 
shall be held during regular business hours at a location reasonably 
accessible to the covered person, including accommodation for 
disabilities.  In cases where face-to-face meeting is not practical for 
geographic reasons, a health carrier shall offer the covered person 
the opportunity to communicate with the review panel, at the health 
carrier’s expense, by conference call, video conferencing, or other 
appropriate technology. [Emphasis added.] 

 
(3) If the health carrier desires to have an attorney present to represent 

the interests of the health carrier, it shall notify the covered person 
at least twenty (20) days in advance of the review that an attorney 
will be present and that the covered person may wish to obtain legal 
representation of his or her own.  Within seven (7) days in advance  
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of the review, the covered person shall inform the carrier if the 
covered person intends to have an attorney present to represent such  
person’s interests.  [Emphasis added.] 

 
(5) The review panel, after private deliberation, shall issue a written 

decision, as provided in Subsection H, to the covered person within  
seven (7) days of completing the review meeting.  [Emphasis added.] 

 
 H.  A decision issued pursuant to Subsection G shall include: 
 

(1) The names, title and qualifying credentials of the review panel; 
 

(5) For a voluntary second level decision issued involving an adverse 
determination: 

 
(b) A statement that the covered person is entitled to receive, 

upon request and free of charge, reasonable access to, and 
copies of, all documents, records and other information 
relevant, as the term “relevant” is defined in Section 
10)(F)(2), to the covered person’s benefit request; 

 
(c ) If the review panel relied upon an internal rule, guideline, 

protocol or other similar criterion to make the adverse 
determination, either the specific rule, guideline, protocol or 
other similar criterion  or a statement that a specific rule, 
guideline, protocol or other similar criterion was relied upon 
to make the adverse determination and that a copy of the 
rule, guideline, protocol or other similar criterion will be 
provided free of charge to the covered person upon request; 

 
(d) If the adverse determination is based on medical necessity or 

experimental or investigational treatment or similar 
exclusion or limit, either an explanation of the scientific  or 
clinical judgment for making the determination, applying the 
terms of the health benefit plan to the covered person’s 
medical circumstances or a statement that an explanation 
will be provided to the covered person free of charge upon 
request; and 

 
 (f) A statement describing the procedures for obtaining an  

 independent external review of the adverse determination 
pursuant to insurance regulation 4-2-21. 

 
 Section 12. Expedited Review of an Adverse Determination 
     

I. In the case of an adverse determination, the written decision shall 
contain the provisions specified in Sections 10.I and 10.J of this  
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regulation. 

 
K. In any case where the expedited review process does not resolve a 

difference of opinion between the health carrier and the covered 
person or the provider acting on behalf of the covered person, the 
covered person or the provider acting on behalf of the covered  
person may request a voluntary second level appeal, if available 
through the carrier, or request an independent external review. 
[Emphasis added.] 

 
The Company’s First Health documents titled “Appeals Of Clinical Non-Certification” and “Review 
Process And Completion Timeframes” do not reflect correctly or completely the guidelines to be followed 
while performing prospective, concurrent, retrospective and expedited utilization reviews in the following 
ways: 
 
Incomplete 
 

• The documents do not include a complete description of the required procedures and subsequent 
time periods that are to be followed for the notification to a covered person of any adverse 
determination.  There does not appear to be any information concerning the covered person’s 
rights and available options as outlined in the regulation and that is specific to the notification of 
adverse determinations. 

 
• The documents for First Health Utilization Review Procedures are incomplete in that the 

descriptions do not include reviews for determining coverage based on experimental or 
investigational purposes or reviews to determine if an exclusion applies. 

 
• No statement is included in any of the review procedures indicating that, if requested, the 

information or copies of records relevant to the covered person’s benefit request reviews are to be 
provided “free of charge.” 

 
Incorrect 

 
• The procedures do not comply with Colorado insurance law in that they state that both the 

Expedited Review and Voluntary Second Level Review exhaust the appeals right of the 
insured/provider.  Colorado insurance law requires the Company to provide the Insured the 
option to request a voluntary second level review, if available through the Company, or to request 
an independent external review if the initial expedited review request is denied. 

 
The wording on page 1 of First Health’s Policy titled “APPEALS OF CLINICAL NON-
CERTIFICATION” is: 

 
 A6.2 Policy 
 

h. The time frame for completion of an appeal includes all necessary 
steps to complete the appeal, 
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• Consultation with the peer review providers or external reviewer; and 
• Sending of the written notification. 

 
The wording reflected under the Section titled “ACUTE CARE HOSPITAL STAY” is: 
 

The clinical rationale used in making this decision is available in writing upon 
request. … 
 

The wording reflected in the section “Information On The Appeal Process” is as follows: 
 

If you would like to request an appeal, you have two initial appeal options available 
to you, an expedited or standard appeal, but not both.  An expedited appeal is a final 
option. … 

 
 Expedited Appeal Option 
 

Expedited appeals are typically used for services that are considered life threatening 
and/or emergent in nature.  Because expedited appeals are processed quickly, this 
determination is considered a final Plan decision and exhausts the appeal rights.  
Notice of an expedited appeal determination will be provided within 72 hours of 
receipt of the appeal.  You may request one expedited appeal[Emphases added.] by 
calling 1-800-356-0810 or faxing information to First Health to 1-630-719-0078, for 
the days and/or services proposed if there is an urgent or emergent rationale and: 
 
1) The patient hasn’t used the non-certified days/services OR 
2) The patient hasn’t yet received the outpatient services OR 
3) The patient is still in the hospital or receiving outpatient services. 

 
 Record Based Appeal Option 
 
 A record based appeal option is a voluntary option and represents the final appeal available. … 
 
 
Recommendation No. 44: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Amended Regulation 4-2-17.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established the necessary 
procedures to ensure that correct and complete information is displayed in documents outlining utilization 
review guidelines, as required by Colorado insurance law. 
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Issue K2:  Failure to have written notification of denial of benefits signed by a licensed physician. 

 
Section 10-16-113, C.R.S., Procedure for denial of benefits – rules, states: 
 
 (1)(a)  A health coverage plan shall not make a determination, in whole or 

 in part, that it will deny a request for benefits for a covered 
individual on the ground that such treatment or covered benefit is not 
medically necessary, appropriate, effective, or efficient unless such 
denial is made pursuant to this section.  [Emphases added.] 

 
 (3)(a)(I) All denials of requests for reimbursement for medical treatment,  

standing referrals, or other benefits on the ground that such treatment 
or covered benefit is not medically necessary, appropriate, effective, 
or efficient shall include: 

 
 (b)(I)  … A health coverage plan shall specify that an appeal from the  

denial of a request for covered benefits on the ground that such 
benefits are not medically necessary, appropriate, effective, or 
efficient may include a two-level internal review of the decision 
followed by the right of the covered person to request an external 
review under section 10-16-113.5. 

 
 (4)  All written denials of requests for covered benefits on the ground  

that such benefits are not medically necessary, appropriate, effective, 
or efficient shall be signed by a licensed physician familiar with 
standards of care in Colorado.  [Emphasis added.] 

 
The written denials of requests, (non-certification), for service for the three (3) Utilization Review files in 
the sample of files provided during the period under examination do not appear to have been signed by a 
licensed physician familiar with standards of care in Colorado as is required.  These three (3) files were 
the only non-certification files in the sample of Utilization Review files and were denied for some of the 
reasons that require they be signed by a licensed physician. 
 
 
Recommendation No. 45: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-16-113, C.R.S.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established the necessary 
procedures to ensure that in applicable cases, all written denials of requests for covered benefits are 
signed by a licensed physician in compliance with Colorado insurance law. 
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Issue K3:  Failure to include all required elements in written notification letters for first level 

appeal decisions. 
 
Amended Regulation 4-2-17, Prompt Investigation Of Health Plan Claims Involving Utilization Review, 
promulgated pursuant to Sections 10-1-109, 10-3-1110, 10-16-113(2) and (3)(b) and 10-16-109, Colorado 
Revised Statutes (C.R.S.), states: 
 
 Section 2. Purpose and Background 
 

The purpose of this regulation is to set forth guidelines for carrier compliance with 
the provisions of Sections 10-3-1104(1)(h), 10-16-409(1)(a), and 10-16-113, C.R.S., 
in situations involving utilization review.  Among other things, Section 10-3-
1104(1)(h), C.R.S., requires carriers to adopt and implement reasonable standards for 
the prompt investigation of claims arising from insurance policies; promptly provide 
a reasonable explanation of the basis in the insurance policy in relation to the facts or 
applicable law for denial of a claim or for the offer of a compromise settlement; and 
refrain from denying a claim without conducting a reasonable investigation based 
upon all available information. [Emphasis added.] 
 
This regulation is designed to provide minimum standards for handling grievances 
involving utilization review determinations.  [Emphasis added.] 
 

 Section 10. First Level Review 
 
  E. (1) First level reviews shall be evaluated by a physician who shall 

 consult with an appropriate clinical peer or peers, unless the 
reviewing physician is a clinical peer. … [Emphasis added.] 

 
  I. The decision issued pursuant to Subsection G shall set forth in a  
   manner calculated to be understood by the covered person: 
 
  (1) The name, title and qualifying credentials of the physician 

 evaluating the appeal, and the qualifying credentials of the 
clinical peer(s) with whom the physician consults. (For 
purposes of this section, the physician and consulting clinical 
peers shall be called “the reviewers.”).  [Emphasis added.] 

 
J.  A first level review decision involving an adverse determination 

issued pursuant to Subsection G shall include, in addition to the 
requirements of Subsection I: …[Emphasis added.] 

 
 (6) If the carrier offers a voluntary second level appeal, a  

 description of the process to obtain a voluntary second level 
review, including: 
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(a) The written procedures governing the voluntary second level 

review, including any required time frames for the review; 
 
(b) The right of the covered person to: 

 
(i) Request the opportunity to appear in person before a 

review panel of the health carrier’s designated 
representatives; 

 
(iii) Present the covered person’s case to the review 

panel; 
 

(iv) Submit written comments, documents, records and 
other material relating to the request for benefits for 
the review panel to consider when conducting the 
review both before and, if applicable, at the review 
meeting; 

 
(v) If applicable, ask questions of any representative of 

the health carrier on the review panel; and 
[Emphases added.] 

 
(c) A statement that the carrier will provide the covered person, 

upon request, sufficient information relating to the voluntary 
second level review to enable the claimant to make an 
informed judgment about whether to submit the adverse 
determination to a voluntary second level review, including a 
statement that the decision of the covered person as to 
whether or not to submit the adverse determination to a 
voluntary second level review will have no effect on the 
covered person’s rights to any other benefits under the plan, 
the process for selecting the decision maker, and the 
impartiality of the decision maker. [Emphasis added.] 

 
(d) A description of the procedures for obtaining an independent 

external review of the adverse determination pursuant to 
insurance regulation 4-2-21 if the covered person chooses 
not to file for a voluntary second level review of the first 
level review decision involving an adverse determination. 
[Emphasis added.] 

 
The written notification letters used by the Company for First Level Appeal Reviews and sent to the 
covered person and provider do not appear to be in compliance with Colorado insurance law as the 
following required elements are not included in the notification letters: 

 
1. The qualifying credentials of the physicians or, if applicable, the names,  
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titles and qualifying credentials of the clinical peer(s) with whom the 
physicians may have consulted is not reflected. 

 
2. A description of the process to obtain a voluntary second level appeal, 

including any time frames, is not included. 
 

3. The rights of the covered person to (1) request the opportunity to appear in 
person before the review panel to present their case or (2) to ask questions of 
any representative on the review panel, are not included. 

 
4. The letter does not include a statement that the carrier will provide the 

covered person with sufficient information to make an informed judgment 
about whether to pursue the voluntary second level review. 

 
5. One letter does provide an address for the insured to forward a request for an 

external review; however, a description of the procedure for the insured to 
obtain an independent external review of the adverse determination is not 
included. 

 
 
Recommendation No. 46: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Amended Regulation 4-2-17.  In the event the Company is unable to show such 
proof, it should provide evidence to the Division of Insurance that it has established the necessary 
procedures to ensure that all required elements are included in written notification letters for first level 
appeal reviews in compliance with Colorado insurance law. 
 



 
Market Conduct Examination  New England Life Insurance Company 
Utilization Review 

  
144 

 
Issue K4:  Failure to enter all written requests for a first level review into the complaint record. 

 
Section 10-3-1104, C.R.S., Unfair methods of competition and unfair or deceptive acts or practices, 
states: 
 
 (1)(i) Failure to maintain complaint handling procedures:  Failing of any  

 insurer to maintain a complete record of all the complaints which it has 
received since the date of its last examination.  …  For purposes of this 
paragraph (i), “complaint” shall mean any written communication primarily 
expressing a grievance.  [Emphasis added.] 

 
Amended Regulation 4-2-17, Prompt Investigation Of Health Plan Claims Involving Utilization Review, 
promulgated pursuant to Sections 10-1-109, 10-3-1110, 10-16-113(2) and (3)(b) and 10-16-109, Colorado 
Revised Statutes (C.R.S), states: 
 
 Section 10. First Level Review 
 

C. Pursuant to Section 10-3-1104(1)(i), C.R.S., all written requests for a first 
level review must be entered into the carrier’s complaint record.  [Emphasis 
added.] 

 
The Company provided three Consumer Complaint Logs that were maintained during the examination 
period: 1) Private Healthcare Systems Inc., (PHCS), 2) First Health and 3) Sloans Lake.  The PHCS log 
had no Colorado complaints entered.  The list of Utilization Review Appeals provided by the Company 
for review reflected three (3) cases with all having their medical review program administered by PHCS.  
Two (2) of these were appeals for reconsideration and one (1) was a Standard First Level Review Appeal 
initiated by a February 15, 2005, clinical letter from the patient accompanied by a letter from his doctor.  
This First Level Review case was not reflected in the Consumer Complaint Log for Private Healthcare 
Systems, Inc. 
 
 
Recommendation No. 47: 
 
Within thirty (30) days, the Company should provide documentation demonstrating why it should not be 
considered in violation of Section 10-3-1104, C.R.S. and Amended Regulation 4-2-17.  In the event the 
Company is unable to show such proof, it should provide evidence to the Division of Insurance that it has 
established the necessary procedures to ensure that all written requests for a first level review are entered 
into the carrier’s complaint record in compliance with Colorado insurance law. 
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SUMMARY OF ISSUES AND RECOMMENDATIONS 
 

ISSUES Rec. 
No. 

Page 
No.  

                  COMPANY OPERATIONS/MANAGEMENT – FINDINGS 
Issue A1:  Certifying and using forms that do not comply with Colorado 
insurance law. 

1 17 

Issue A2:  Failure to reflect all required information in access plans. 2 20 
Issue A3:  Failure to reflect some forms in use on the 2004 & 2005 Annual 
Report of Forms. 

3 22 

Issue A4:  Failure to provide the required disclosures concerning mandated 
benefits on the Basic Health Benefit Plan and all other small group health 
benefit plans. 

4 24 

UNDERWRITING – POLICY FORMS – FINDINGS   
Issue E1:  Failure to provide benefits for covered services based on a 
licensed provider’s status, e.g., residing in the household of the insured, a 
member of the insured person’s immediate family, or being the employer of 
an insured or the insured’s dependents. 

5 27 

Issue E2:  Failure to have a 2005 Health Plan Description Form or 
certificate of coverage for the state mandated Basic and Standard Health 
Benefit Plans. 

6 28 

Issue E3:  Failure to deliver the summary document for the Life and Health 
Insurance Protection Association when delivering policies or contracts.   

7 30 

Issue E4:  Failure to title the Basic Health Benefit Plans with a plan design 
option. 

8 32 

Issue E5:  Failure to reflect that coverage for suicide or self-inflicted 
injuries sustained by an insane person would be allowed. 

9 34 

Issue E6:  Failure to provide correct or complete disclosure information to 
small employers. 

10 40 

Issue E7:  Failure to reflect correct or complete coverage information in the 
state mandated plans. 

11 44 

Issue E8:  Failure to reflect correct coverage requirements for skilled 
nursing facility care. 

12 47 

Issue E9:  Failure to reflect correct bone marrow transplants to be covered. 13 50 
Issue E10:  Failure to reflect correct or complete required provisions in 
individual and small group plans. 

14 54 

Issue E11:  Failure to reflect clearly and completely the extent of coverage 
to be provided for home health care services and hospice care. 

15 62 

Issue E12:  Failure to correctly identify or provide a complete description of 
external review procedures.   

16 66 

Issue E13:  Failure to reflect correct or complete provisions allowing 
continuation of coverage. 

17 69 

Issue E14:  Failure to disclose the mandated hospitalization and general 
anesthesia benefit for dental procedures for dependent children. 

18 72 

Issue E15:  Failure to reflect a complete description of the therapies for 
congenital defects and birth abnormalities. 

19 74 
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ISSUES Rec. 
No. 

Page 
No.  

Issue E16:  Failure to reflect the coverage to be provided for inherited 
enzymatic disorders. 

20 76 

Issue E17:  Failure to reflect a complete description of the coverage to be 
offered for alcoholism treatment. 

21 78 

Issue E18:  Failure to reflect complete or correct benefits for child health 
supervision services. 

22 82 

Issue E19:  Failure to correctly define the requirements to qualify as a 
disabled dependent.  (This was a prior issue included in E12 in the findings of 
the 2000 final examination report.) 

23 84 

Issue E20:  Failure to reflect a definition of “complications of pregnancy” 
or that coverage is to be provided in the same manner as any other similar 
sickness or disease is covered under the plan. 

24 86 

Issue E21:  Failure to offer the Basic and Standard Health Benefit Plans as 
conversion coverage. 

25 87 

Issue E22:  Failure to reflect complete guidelines pertaining to or correct 
benefit amounts to be provided for mammography screening. 

26 90 

Issue E23:  Failure to disclose required information on applications when 
offering composite rates.   

27 92 

Issue E24:  Failure to allow employers to choose the percentage of 
contribution for dependents. 

28 94 

Issue E25:  Failure to reflect any information concerning the mandated 
coverage for prostate cancer screening. 

29 96 

Issue E26:  Failure to display the required fraud warning statement.   30 97 
Issue E27:  Failure to reflect correct information in the employee 
application concerning participation requirements.   

31 98 

Issue E28:  Failure to reflect an accurate definition of who qualifies as an 
eligible dependent. 

32 100 

UNDERWRITING - APPLICATIONS   
Issue G1:  Failure to automatically provide Colorado Health Plan 
Description Forms during the application process. 

35 104 

Issue G2:  Failure to reflect the correct number of days allowed in Colorado 
for a gap in coverage in order to be able to count creditable coverage.   

36 106 

Issue G3:  Failure to disclose required information at renewal when 
offering composite rates.  (This was a prior issue included in E22 in the 
findings of the 2000 final examination report.) 

37 108 

Issue G4:  Failure, in some instances, to use employer and employee 
applications that comply with Colorado insurance law.   

38 113 

UNDERWRITING – CANCELLATIONS/NON-REN/DECLINATIONS   
Issue H1:  Failure to offer conversion coverage to eligible members of 
terminated groups. 

39 116 

CLAIMS – FINDINGS   
Issue J1:  Failure, in some cases, to pay, deny, or settle claims within the 
required time periods.   

40 120 

Issue J2:  Failure to correctly calculate late payment interest/penalties or to 
pay when due in some instances. 

41 123 

Issue J3:  Failure to accurately determine the number of days utilized for 42 125 
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ISSUES Rec. 
No. 

Page 
No.  

claim processing. 
Issue J4: Failure to pay claims during the grace period allowed for payment 
of premiums. 

43 126 

UTILIZATION REVIEW   
Issue K1:  Failure to reflect correct or complete information in documents 
outlining utilization review guidelines. 

44 139 

Issue K2:  Failure to have written notification of denial of benefits signed by 
a licensed physician.  

45 140 

Issue K3:  Failure to include all required elements in written notification 
letters for first level appeal decisions. 

46 143 

Issue K4:  Failure to enter all written requests for a first level review into 
the complaint record. 

47 144 
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Independent Market Conduct Examiners  
 

Sarah S. Malloy, CIE, AIRC, PAHM, HIA, LTCP, ACS 
 

Lynn L. Zukus, AIE, FLMI 
 

for 
The Colorado Division of Insurance 

1560 Broadway, Suite 850 
Denver, Colorado  80202 

participated in this examination and in the preparation of this report. 
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